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Program and financing 





1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Staff services, administration, and re | 


search (total obligations $45, 697 $57, 500 $57, 500 
Financing: Unobligated balance no longer available 4, 303 hh tale scl 
Appropriation (new obligational authority 50, 000 57, 500 57, 500 


Object classification 


1958 actual | 1959 estimate | 1960 estimate 





¢ 


Total number of 


permanent positions 5 5 5 

Full-time equivalent of all other positions . 1 1 | l 

Average number of all employees 5 6 6 

Number of employees at end of year 6 6 6 

Average GS grade and salary 11.6 $8, 784 11.6 $9,729 | 11.6 $9, 819 

01 Personal services 

Permanent positions $34, 193 $48, 358 $48, 955 

Positions other than permanent 3, 275 1, 500 | 1, 000 

Other personal services 147 187 | 380 

Total personal services 37, 615 50, 045 50, 335 

02. Travel 329 | 500 | 500 

04 Communication services 1, 154 800 | 800 
07 Other contractual services: Services performed by other 

agencies 3, 358 2, 500 2, 000 

08 Supplies and materials 633 530 690 

08 Equipment 381 |-- Pa ncacwectows 

11 Grants, subsidies, and contributions. 2, 152 3, 100 | 3, 150 

15 Taxes and assessments 75 25 | 25 

Total obligations_._. on 45, 697 57, 500 | 57, 500 


Mr. Anprews. The committee will come to order. We are glad to 
have three new members with us this year, the gentleman from Ne- 
braska, Mr. Weaver, the gentleman from Ohio, Mr. Minshall, and 
the gentleman from Illinois, Mr. Michel. 

This afternoon we will consider the budget request for the Presi- 
dent’s Advisory Committee on Government Organization and have 

(1) 








2 


as our witnesses Dr. Arthur S. Flemming, Chairman, and Mr. Arthur 
Kimball, staff director. 

Dr. Flemming, I believe you succeeded Mr. Nelson Rockefeller. 

Mr. Ftemmine. That is correct. 

Mr. Anprews. How long have you been on the committee? 

Mr. Fiemmina. I have been on from the beginning. I was a mem- 
ber from the time of its organization in January 1953, and took over 
as chairman when Governor Rockefeller left. 

Mr. AnprEws. Who succeeded you as a member? 

Mr. Ftemmine. Don K. Price, dean of the graduate school of pub- 
lic administration at Harvard University. 

Mr. Anprews. Dr. Milton Eisenhower is the other member ? 

Mr. Ftemmina. That is correct. 

Mr. Anprews. Your request before the committee is for the same 
amount you had in 1959, $57,500? 

Mr. Fitemmine. That is right. 

Mr. Anprews. Do you have a general statement? 

Mr. Fiemmina. I have a brief general statement, Mr. Chairman. 

Mr. Anprews. All right, you may proceed. 


GENERAL STATEMENT 


Mr. Fiemminc. I appreciate very much appearing before the sub- 
committee on this matter. 

Mr. Chairman, and members of the subcommittee, the President, 
by Executive Order 10482, established his Advisory Committee on 
Government Organization in January 1953, to advise him with re- 
spect to changes in the organization and activities of the executive 
branch of the Government which, in its opinion, would promote econ- 
omy and efficiency in the operation of that branch. 

The members of the Advisory Committee, who serve without com- 
pensation, are Dr. Milton S. Eisenhower, president of Johns Hopkins 
University ; Dean Don K. Price, Jr., of the Graduate School of Public 
Administration, Harvard University; and myself. I was designated 
chairman, effective January 1, 1959, when the previous chairman, 
Nelson A. Rockefeller, resigned to take office as Governor of New 
York. 

At the time of his resignation, Chairman Rockefeller furnished 
the President a report summarizing the principal activities of the 
Advisory Committee from the time it was established on January 24, 
1953, through December 1958. I have brought along copies of this 
summary report and will be glad to make them available to the mem- 
bers of the subcommittee. 

I also have brought, for the information of the subcommittee, a 
statement indicating the scope and type of matters to which the 
Advisory Committee has devoted its attention during the last fiscal 
year and thus far during fiscal year 1959. During this period, the 
major organizational actions in which the Committee has taken part 
include: 

Reorganization of the Department of Defense. 

Establishment of the National Aeronautics and Space Agency, re- 
placing the National Advisory Committee for Aeronautics. 
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Establishment of the Office of Civil and Defense Mobilization, 
merging and replacing the former Office of Defense Mobilization and 
former Federal Civil Defense Administration. 

Establishment of the Federal Aviation Agency, replacing the civil 
Aeronautics Administration, the Airways Modernization Board, and 
so forth. 

The Committee meets on an average of once a month. It also meets 
with the President from time to time and participates in Cabinet ses- 
sions when Government organization items are on the agenda. The 
Director of the Bureau of the Budget customarily participates in the 
meetings of the Committee and makes available the facilities of the 
Bureau of the Budget in making or arranging for necessary studies 
where special research is required. 

For fiscal year 1960, the Committee is dei ce $57,500, the amount 
appropriated for the current fiscal year. This will provide funds for 


four full-time employees, for expert occieniieckin as needed, and for 


nominal “housekeeping” expenses. 


Vhe change in the membership of the Committee, referred to earlier, 
will involve some increase in travel expenses. However, the Com- 
mittee was also able to reduce its normal staff complement from five 
to four employees. Therefore, the Committee has been able to adjust 
its budget for both fiscal year 1959 and fiscal year 1960 to provide for 
this, and also to absorb the costs of the general pay increases which 
Congress approved last year. 

To provide your subcommittee up-to-date information as to the 
status of the Advisory Committee’s fiscal year 1959 funds, a statement 
has been prepared showing obligations for the first 9 months through 
March 31,1959. The statement ‘also projects our estimated obligations 
through the final quarter of fiscal year 1959. 

Several reorganization propsals which are being developed with 
the assistance of the Advisory Ciauiiitae may be readied for transmit- 
tal to the Congress during the current session. I am sure the subcom- 
mittee will understand, however, that until such reorganization pro- 
posals are ready for Presidential’ action, whether legislation or a reor- 
ganization plan is involved, it would be inappropriate for me to be 
more specific. 

I will be glad to try to answer your questions. 

Mr. Anprews. How long are the reports you have mentioned in 
your statement ? 

Mr. Fitemmina. Not very long. First of all, I have a three-page 
statement which lists the activities for the fiscal year 1958 and 1959, 
to date. 

Mr. Anprews. Do you have enough to supply each member with 
copies ¢ 

Mr. Ftemmine. They have been supplied. I think they are already 
available. 
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ACTIVITIES OF PRESIDENT’S ADVISORY COMMITTEE, 1958-59 


Mr. Anprews. We will put that in the record at this time. 
(The document referred to follows :) 


EXAMPLES OF ACTIVITIES OF THE PRESIDENT’S ADVISORY COMMITTEE ON GOVERNMENT 
ORGANIZATION DURING FISCAL YEARS 1958 AND 1959 


FISCAL YEAR 1959 (TO APRIL 28, 1959) 


Dates of Committee meetings : 


July 7, 1958 December 6, 1958 February 27, 1959 
September 22, 1958 December 21, 1958 April 9, 1959 
November 22, 1958 January 23, 1959 


Recommendations to the President and other subjects under consideration. 

1. Federal Aviation Agency.—Participated in the development of President’s 
organizational proposal, which was enacted last summer by the Congress (Public 
Law 85-726), under which the Civil Aeronautics Administration, the Airways 
Modernization Board, and certain other related activities were brought together 
into the new Federal Aviation Agency. 

2. Organization of Federal transportation activities —Participating in con- 
tinuing review; cooperating in the special studies referred to by the President 
in his last annual budget message. 

3. Foreign affairs organization.—Conducting continuing review, consultation 
on organizational aspects with the President’s Committee to Study the US. 
Military Assistance Program. 

4. White House-Evrecutive Office Organization Conducting continuing review 
of the present organization. 

5. Independent agencies.—Participating in continuing review of Executive 
Office relationships with the independent agencies. 

6. Extension of the Reorganization Act—Participated in the development of 
the President’s proposal now pending before the Congress, for extension of the 
Reorganization Act of 1949 (as amended), which expires this year. 

7. Other reorganization proposals.—Participating in the development, for 
early consideration by the President, of two reorganization plans designed to 
accomplish some improvement in organizational arrangements desired by the 
departments and agencies involved. (While these proposals should not be con- 
troversial, they cannot be disclosed prior to Presidential approval and trans- 
mittal to the Congress. ) 

FISCAL YEAR 1958 


Dates of Committee meetings: 


September 10, 1957 December 5, 1957 April 2, 1958 
October 10, 1957 January 8 and 9, 1958 April 29, 1958 
October 21, 1957 January 16, 1958 May 8, 1958 
November 4, 1957 February 9, 1958 May 24, 1958 
November 15, 1957 March 30, 1958 


Recommendations to the President and other actions: 

1. Department of Defense organization.—Assisted in the extensive review of 
Defense Department organization and in the development of the President’s 
organizational proposals which were enacted by the Congress (Public Law 
85-599). 

2. Civilian space organization.—Participated in the development of the Presi- 
dent’s organizational proposal, which was enacted by the Congress (Public Law 
85-568) for the reorganization of the National Advisory Committee on Aero- 
nautics into a National Aeronautics and Space Agency. 

3. Organization for nonmilitary defense—Participated in organizational 
studies and in the development of Reorganization Plan No. 1 of 1958, which the 
Congress permitted to take effect on July 1, 1958, under which the Office of 
Defense Mobilization and the Federal Civil Defense Administration were con- 
solidated into a new Office of Civil and Defense Mobilization in the Executive 
Office of the President. 

4. Career executive program.—dAssisted in the development of this new pro- 
gram, which was put into effect by Executive Order No. 10758 establishing the 
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Career Executive Board and was based upon the Hoover Commission proposal 
for a senior civil service. 

5. Organization for aviation activities—Consulted on organizational aspects 
with the President’s Special Assistant for Aviation (who also served as Chair- 
man of the Airways Modernization Board). 

6. White House-Executive Office organization.—Conducted continuing review ; 
recommended new office of Personnel Adviser to the President, established by 
Executive Order 10729. 

7. Foreign Affairs organization.—Conducted continuing review; consultation 
on changes in arrangements for administration of the mutual security program 
(Executive Order 10742). 

8. Organization of transportation activities—Participated in continuing re- 
view. 

9. Public works planning—Consultation on organizational aspects with the 
President’s Special Assistant for Public Works Planning. 

10. Independent agencies.—Participated in continuing review of Executive 
Office relationships with the independent agencies. 


ROCKEFELLER REPORT SUMMARIZING PRINCIPAL ACTIVITIES OF PRESIDENT’S 
ADVISORY COMMITTEE 


Mr. Fitemmina.’ The other document to which I referred, Mr. Chair- 
man, was a report that Governor Rockefeller made to the President 
just prior to the time he took over as Governor of New York. 

Mr. Anprews. We will put that in the record at this point. 

(The matter referred to follows :) 


REPORT OF NELSON A. ROCKEFELLER, CHAIRMAN, PRESIDENT’S ADVISORY COMMITTEE 
ON GOVERNMENT ORGANIZATION, SUMMARIZING THE COMMITTEER’S PRINCIPAL 
ACTIVITIES From JANUARY 1953 THROUGH DECEMBER 1958 


For the first 3 months after it was established, the Committee was in almost 
daily session. During this time it had a major part in the development of the 
10 reorganization plans which were transmitted to Congress and became law in 
1953. 

In November 1953, following a summer recess, the Committee appointed a full- 
time staff director and a small staff. Since that time, there have been 65 Com- 
mittee meetings, or on an average of once a month. In addition, the Committee 
members have participated in frequent informal consultations. Throughout its 
existence the Committee has met with the President on many occasions and also 
has attended Cabinet meetings when Government organization items were on the 
agenda. 

On the following pages are listed the major steps which have been taken within 
the past 6 years to improve executive branch organization and management, in 
the development of which the President’s Advisory Committee on Government 
Organization has participated actively. These actions were accomplished by 
means of 14 reorganization plans, as well as by legislation and executive action. 
In the course of this undertaking, the Advisory Committee took into account 
and recommended action with respect to those recommendations of the Hoover 
Commission which were concerned with matters of Government organization. 

As set forth by the President, the guiding objectives of the Committee have 
recognized that organization and management of the executive branch of the 
Government is an unending task requiring constant vigilance. Its size and 
scope and the complexities of its responsibilities require that the organization 
of the executive branch be kept under continuing scrutiny, to meet changing 
requirements and to assure adequate and efficient staff support to the President 
at all times. Therefore, the Advisory Committee, in addition to participating 
in developing the organizational improvements listed in this report, has been 
maintaining a close and continuing study, looking toward strengthening the 
organizational structure concerned with other vitally important areas. It can 
be anticipated that there will be opportunity within the next 2 years for the 
administration to achieve still further major organizational improvements. 
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A. FOREIGN AFFAIRS ACTIVITIES 


1. Reorganization within Export-Import Bank of Washington, D.C. (Re 
organization Plan 5, 1953). 

2. Establishment of Foreign Operations Administration (FOA) replacing Mu- 
tual Security Agency (Reorganization Plan No.7, 1953). 

38. Establishment of U.S. Information Agency (Reorganization Plan No. 8, 
1953). 

4. Establishment of the Council on Foreign Economic Policy (Executive 
Action 1954). 

5. Establishment of International Cooperation Administration within the De 
partment of State—replacing FOA (Executive Order No. 10610, 1955). 

6. Reviewing roles of International Cooperation Administration and Atomic 
Energy Commission in Foreign Atoms-for-Peace Program (1957). 


B. DEFENSE ACTIVITIES 


1. Establishment of Office of Defense Mobilization (ODM) in the Executive 
Office of the President, replacing the former ODM and the National Security 
Resources Board (Reorganization Plan No. 3, 1953). 

2. Reorganization of Department of Defense (Reorganization Plan No. 6, 
1953). 

3. Further Reorganization of the Department of Defense (Public Law 85- 
599, 1958). 

4. Establishment of Office of Civil and Defense Mobilization, merging ODM 
and the Federal Civil Defense Administration (Reorganization Plan No. 1, 
1958). 

AVIATION AND SPACE ACTIVITIES 


1. Transfer to the Civil Aeronautics Board, from Post Office Department of 
airmail subsidy payments (Reorganization Plan No. 10, 1953). 

2. Initiation of aviation facilities studies by Harding group (1955). 

3. Establishment of Airways Modernization Board (AMB) (Public Law 85-— 
133, 1957). 

4. Establishment of Federal Aviation Agency, merging AMB and the Civil 
Aeronautics Administration (Public Law 85-726, 1958). 

5. Establishment of National Aeronautics and Space Agency, replacing the 
National Advisory Committee for Aeronautics (Public Law 85-568, 1958). 


D. EXECUTIVE OFFICE AND INTERDEPARTMENTAL ACTIVITIES 


1. Reorganization of Council of Economie Advisers (Reorganization Plan No. 
9, 1953). 

2. Establishment of and consultation with Presidential Advisory Committee 
on Water Resources Policy (Executive action, 1954). 

3. Establishment of and consultation with Presidential Advisory Committee on 
Transport Policy and Organization (Executive action, 1954). 

4. Establishment of and consultation with Presidential Advisory Committee 
on Telecommunieations Policy and Organization (Executive action, 1954). 

5. Establishment of Office of Presidential Science Adviser and President’s 
Science Advisory Committee (Executive action, 1957). 


E. OTHER DEPARTMENTAL AND AGENCY ACTIVITIES 


1. Establishment of Department of Health, Education, and Welfare (Reorgan- 
ization Plan No. 1, 1953). 

2. Reorganization within Department of Agriculture (Reorganization Plan No. 
2, 1953). 

3. Reorganization within Department of Justice (Reorganization Plan No. 
4, 1953). 

4, Establishment of Foreign Claims Settlement Commission replacing War 
Claims Commission and International Claims Commission of the United States 
(Reorganization Plan No. 1, 1954). 

5. Liquidation of certain affairs of Reconstruction Finance Corporation (Reor- 
ganization Plan No. 2, 1954). 

6. Reconstruction Finance Corporation abolished (Reorganization Plan No. 
1, 1957). 
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7. Transfer of supervision over St. Lawrence Seaway Development Corpora- 
tion (Executive Order 10771, 1958). 


F. PERSONNEL ADMINISTRATION 


1. Consultation in development of career personnel systems for oversea per- 
sonnel of ICA and USIA (since 1955). 

2. Establishment of Office of Personnel Adviser to the President (Executive 
Order 10729, 1957). 

3. Establishment of and consultation with Career Executive Committee (Ex- 
ecutive Order 10724, 1957). 

4. Establishment of Career Executive Board (Executive Order 10758, 1958). 


SUMMARY OF OBLIGATIONS, 1959 


Also, please place in the record the statement showing the summary 
of obligations for 1959. 
(The statement follows :) 
PRESIDENT’S ADVISORY COMMITTEE ON GOVERNMENT ORGANIZATION 


Statement of obligations fiscal year 1959 (showing actual obligations through March 





1959) 
| Obligations Apr. 1- Total fiscal 
| __ through June 30, 1959} year 1959 
| Mar. 31, 1959} (estimate) 
———__—_—_——- + | 
01 Personal services__-_--- banmidditdncidesrpeedibdcasbes | 36, 988 10, 047 47,035 
Intermittent emp loyment.. hninas ating Gimnaindndinningtlieiaudts 200 | 500 700 
37, 188 | 10, 547 47, 735 
02 Travel. J onardinn ntaidees Ninn citi dated titties alate 1, 193 500 1, 693 
04 Communications ic adda dtel hire bichns be enuaaee en 757 400 1, 157 
07 Other contractual services nieleaieiteniaiteiin aan 2, 681 400 3, 081 
08 Supplies. Smeg diadnowaca innsbebtgiincs dasmecdetnteapeanaian §21 200 721 
li Hetirement--...........- saustlivivihicennatemskan dele 4d | 2, 393 700 3, 093 
ie Wi wa s acocinoeeg cbapwadadguihadunieeasensetnelimeedned 5 | 15 20 
adh cindiipiinnsaddanbctercaueeldnksmeacniiaeiil 44, 738 | 12, 762 57, 500 








CURRENT STATUS OF ACTION ON RECOMMENDATION OF THE SECOND HOOVER 
COMMISSION 


Mr. Anprews. What is the current status of action on recommenda- 
tions of the Second Hoover Commission, Dr. Flemming ? 

Mr. Fremmine. Mr. Chairman, my understanding on that is that 
the Commission made all together 497 recommendations; accepted 
wholly or in part 383 or 77 percent; the number implemented or in 
process of implementation, 291 or 59 percent ; additional recommenda- 
tions accepted but not yet implemented, 42; recommendations that 
have not been accepted, 79; favored by the administration but re- 
quiring legislation, 50, or 13 percent. 

1 have a table here I will be glad to submit for the record. 

Mr. Anprews. Very well, put that in the record. 

(The table refer red to follows :) 


Status of acceptance and implementation of Hoover Commission recommenda- 
tions as of April 28, 1959 


INL WOOO RT I i hielinsne iti: Mies Poses hii Gla le ata cea ic 497 
Benented Wwhous OF iit pare (77, DOTCOMC) 3 ce ee ew bane eneio 383 
Implemented or in process of implementation (59 percent) _--_-____---___ 291 
Additional recommendations accepted but not yet implemented___________ 42 
Recommendations that have not been accepted____-_-___-__.-_--_----__- 79 


Favored by administration but require legislation (13 percent) -_.__--__- 50 











Examples: 
(1) Discontinuance of Postal Savings System ; 
(2) Adjusting interest rates to meet cost of Government borrowing ; 
(3) Elimination of Government competition with private business. 

Mr. Anprews. What is the working relationship, if any, between 
such organizations as the Citizens Committee for the Hoover Report 
and this Advisory Committee? 

Mr. Fiemminec. We do not have any working relations with the 
Citizens Committee for the Hoover Report. That was a private com- 
piittee set up in order to enlist support for the recommendations of 
the Hoover Commission. It operated for a number of years. It 
is my understanding it is no longer in existence. 


TRAVEL 


Mr. Anprews. I note you are requesting quite an increase in the 
item for travel. Does that have anything to do with the change in 
the membership of your Advisory Committee? 

Mr. Fremmine. Yes, Mr. Chairman. Dean Price’s travel expense 
will be greater than that of Governor Rockefeller. We allowed for 
that in requesting this particular amount. 

Mr. Anprews. How often does he come to Washington ? 

Mr. Fiemoinec. As you can see, our Committee meetings run about 
once a month and sometimes twice a month. Then at other times he 
may come down to advise on a specific matter not related to a meeting 
of the Committee itself. 

Mr. Anprews. Although specific reorganization proposals cannot 
be discussed at this time, can you identify some of the problem areas 
which are under study and w hich would be under consideration dur- 
ing the period covered by this budget. request ? 

Mr. Fremmrinc. Mr. Chairman, in the statement you have already 
inserted in the record you will note that under the heading of “Rec- 
ommendations to the President and Other Subjects Under Considera- 
tion,” we have listed the Federal Aviation Agency. Of course, that 
reorganization plan has already been approved by the Congress. 

Then also we are taking a close look at the organization of Federal 
transportation activities, ‘which will include some of the activities of 
the Federal Aviation Agency. 

Also we have been doing some staff work in the field of foreign 
affairs organization, staff work in the area of White House Execu- 
tive Office organization, and also in connection with the activities of 
independent agencies. Likewise, we participated in a recommenda- 
tion which has gone forward for the extension of the Reorganization 
Act. 

STAFF OF THE COMMITTEE IN 1953 AND 1954 


Mr. Anprews. What budget and staff did the Advisory Commit- 
tee have in 1953 and 1954? 

Mr. Krmpatt, Mr, Chairman, in 1954 the staff was five people, reg- 
ular staff, at the time the Congress first appropriated money for this 
Committee. In the earlier period when it was operating under an 
allocation from the President’s emergency fund it was then operating 
with a large number of consultants. I could get that information and 


furnish it to the committee, 
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Mr. Anprews. Please put it in the record. 

(The information to be supplied follows :) 

During its first 6 months, in 1953, the Committee had a staff of nine full- 
time and part-time individuals, including consultants. 

Mr. Anprews. Dr. Flemming, is the staff really kept busy now? 

Mr. FLemmine. In my judgment, they are because of the nature of 
the projects we have under consideration at the present time. 

Mr. Anprews. Do you have four full-time members? 

Mr. Fiemarne. That is correct. That is a reduction from five last 
year. 

CONTINUANCE OF THE COMMITTEE 


Mr. Anprews. How much longer do you think it will be necessary 
to keep this Committee ? 

Mr. Fremmine. Mr. Chairman, my feeling is that this problem of 
reorganization within the executive branch of the Government is a 
continuing problem, and I would say its continuance would depend 
entirely on whether a President of the United States felt such a Com- 
mittee would be of help to him in considering the various reorganiza- 
tion matters he is called upon to consider. 

I think this has been pretty largely a personal relationship between 
members of the Committee and the President. He apparently has 
felt the need for it, has felt it was helpful to him. Another President 


might think along different lines as far as dealing with these matters 
are concerned. 


ESTIMATED SAVINGS EFFECTED BY THE COMMITTEE 


Mr. ANnprews. Could you give us some opinions as to how much, 
if anything, has been saved the taxpayers by the operation of this 
Committee ? 

Mr. Ftemmine. Mr. Chairman, I could not. I will say, very 
frankly, I am one who would always hesitate to make any estimate 
of savings on reorganization proposals. I think the objective of a 
reorganization proposal is to try to put the Government in a position 
where it can carry on its business more effectively. Sometimes that 
may result in savings and at other times it may not result in savings. 
The objective is to try to get an organizational structure that will 
render the best service to the people. 

Mr. Anprews. You stated that one of your major actions was in 
connection with the reorganization of the Department of Defense. 
Do you think it has been reorganized in such a way that savings have 
accrued to the taxpayers? 

Mr. Fiemmine. Mr. Chairman, I would not make that allegation. 
I do not think it is possible to support a statement one way or the 
other regarding it. 

I think this: As a result of some of the things that have been done, 
it is fair to say if they had not been done, we would probably be 
spending more money than we are now came 

Mr. Anprews. Could you give an example of one instance like that? 

Mr. Fiemmine. I do not think I could offhand. I personally, as a 
result of the experience I have had in the reorganization activities— 
as you know, I served on both the first and the second Hoover Com- 
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missions—just shy away from attempting to make estimates of sav- 
ings on the basis of these plans. 


ROLE IN REORGANIZATION OF THE DEFENSE DEPARTMENT 


Mr. ANprews. Just what part did this Committee play in the re- 
organization of the Defense Department ? 

Mr. Fiemminea. There have been two major reorganizations, as you 
know, during this administration. The first one was worked on by 
a committee, I think the total membership of which was about seven 
or eight. The three of us were members of the Committee, with 
Governor Rockefeller serving as Chairman of the Committee. 

This was a Committee that was set up jointly by the President and 
the Secretary of Defense. 

In connection with the last reorganization proposals that were sub- 
mitted to the Congress, our Committee was represented by Chairman 
Rockefeller on the special Committee set up for that purpose. He in 
turn kept us in touch with developments and advised with us. So 
that we were simply in both instances part of an overall group that 
worked on the problem. 


MEETINGS OF THE COMMITTEE 


Mr. AnprEws. Does the Committee have regularly scheduled meet- 
ings ? 

Mr. Ftemmine. Not regularly scheduled meetings, but as you will 
note from the information submitted, it meets at least once a month 
and very often twice a month. 

Mr. Anprews. How often do you meet with the President? 

Mr. Fiemmrne. I would say that we might average once every 2 
months meeting with him on particular matters. 

Mr. Anprews. Do you meet at his invitation ? 

Mr. Fiemmine. At times we meet at his invitation and at other 
times we request an opportunity to talk to him about a matter he is 
interested in. 

Mr. Anprews. You feel this Committee, created by Executive order, 
is needed by the President for advisory purposes ¢ 

Mr. Ftemmine. That is correct. 

Mr. Anprews. Mr. Mahon. 

Mr. Manon. No questions, Mr. Chairman. 

Mr. Anprews. Mr. Gary. 


ESTIMATE OF SAVINGS FROM RECOMMENDATIONS OF THE HOOVER 
COMMISSION 


Mr. Gary. Do you know anywhere we could go to find an approxi- 
mation of the savings from legislation adopted by the Congress upon 
recommendation of the Hoover Commission? That Commission re- 
ported to the American people that the adoption of their recom- 
mendations would save the taxpayers $4 billion annually. Do you 
know anywhere we can go to get figures on the actual savings? 

Mr. Ftemmina. Mr. Congressman, first of all, as a former member 
of the Hoover Commission I would like to make it perfectly clear 
the Commission itself never claimed any savings in connection with 
the recommendations it made. 
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Mr. Gary. The staff did. 

Mr. FLtemmMinc. Some task forces that did some work for the Com- 
mission claimed that certain savings would be made. In addition to 
that, the citizens committee, to which we have already referred, also 
made certain claims along that line. 

Mr. Gary. That made | it very difficult for the Congress. We had a 
bill, H.R. 8002, which many of us thought was absolutely unsound. 
Howev er, they had told the people of the country that it would save 
$4 billion, and the people were clamoring for its passage. ‘Those of 
us who voted against the measure receiv ed a great deal of criticism. 
It was enacted into law and so far as I know it “has not resulted in the 

saving of one single penny. 

Mr. Fiemmine. Mr. Congressman, as far as that specific proposal 
is concerned, I assume Mr. Stans would be in a position to discuss 
what that could or might mean to the Government. 

I would like again to emphasize the fact that the Commission, as 
a commission, did not claim any savings. 

In response to your specific question, if savings have accrued as a 
result of putting into effect various recommendations, I am sure the 
Bureau of the Budget could identify them and make that information 
available to the ¢ ommittee. 

Mr. Gary. I agree with you. I think the Hoover Commission rec- 
ommended some very good legislation and I have alw ays been one of 
those who favored reor ganization if it would bring ‘about greater 
efliciency even though the savings could not be accurately estimated, 
I have no criticism of the Hoover Commission, or of most of their 
findings, but I do severely criticize the publication of irresponsible 
figures that were just taken out of the air, that had no meaning at 
all, absolutely no basis for their estimates, and spreading them 
throughout the entire country, trying to convince the people it would 
mean great savings to them, when certainly many of us in Congress 
felt that some of a measures would cost the Government money 
rather than save it. I do not like that kind of propaganda. 

Mr. Manon. Will the gentleman yield? 

Mr. Gary. Yes. 

Mr. Manon. Mr. Flemming, is it not true that while the Commission 
itself did not claim a $4 billion saving, a task force or some arm of the 
Hoover Commission did estimate a saving that might approximate 
$4 billion? I am not able to document it right now, but I have seen 
the statement. 

Mr. FLemuinea. Congressman Mahon, one thing I am sure, as you in- 
dicate, the Commission itself did not attach any saving to the recom- 
mendation. Whether a task force did or not, I would have to refresh 
my memory on it. 

T know’ the citizens committee, which was not an arm of the 
Hoover Commission at all, was a private committee, did attach sav- 
ings to this particular proposal. 

Mr. Manon. I am really not speaking of the citizens committee. 

Mr. Ftemmina. I would have to check on the task force. 

Mr. Gary. I think the task force manufactured the figures and the 
citizens committee publicized them throughout the entire United 
States. As a matter of fact, I think Mr. Hoover himself made some 
definite statements with reference to savings. I am certain when he 
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did he was quoting the task force and that he had no intention what- 
ever of misleading the country because I have the highest regard 
for Mr. Hoover. I worked rather closely with his office in World 
War I, have known him a long time, and have a high personal regard 
for him. I think he was misled by some of aA task force. 

Mr. Fremminc. Mr. Chairman, the only reason I am very firm on 
saying that the Commission did not make any estimates of that kind is 
that this was a very live issue at certain meetings of the Commission 
and the Commission formally decided not to permit any possible 
savings to be attached to its recommendations. 

Mr. Gary. I was almost convinced at one time they had a paranoiac 
on the staff because someone certainly had delusions of grandeur. 
Thank you. 

Mr. Anprews. Mr. Shelley 

Mr. Suetiey. Do you recall at any time whether or not the Com- 
mission, as such, made any statement repudiating the position taken 
by these task forces which were answerable to the Commission or 
clarifying the propaganda put out by the citizens committee ? 

Mr. Fiemmine. As far as the citizens committee was concerned, 
most of its activity took place after the Commission had been dis- 
banded. As you know, there was a definite date for the life of the 
Commission. Most of the citizens committee activities took place 
after that date. 

As far as the task force reports are concerned, I think the Com- 
mission did, in every instance, exercise great care in indicating those 
were estimates of task forces and were recommendations of task forces 
and not the estimates or recommendations of the Commission itself. 

In fact, the task forces made recommendations in certain areas that 
we did not accept, so that in that way I think we went just about 
as far as we aoa, go in making it clear that those were independent 
studies. 

Mr. Gary. The citizens committee was not as careful as the Com- 
mission and they did take those figures and make great propaganda 
use of them. 

Mr. Fiemmine. I am sure the citizens committee did use the figures 
prepared by the task forces. 

Mr. Suetitey. When was the Commission disbanded ? 

Mr. Fremminec. June 1955, the Second Hoover Commission. 

Mr. Setter. The citizens committees were in operation prior to 
that time because I did not come to Congress until 1949 and I served 
on the citizens committee for California. There were two Commis- 
sions. 

Mr. Fremmine. After the First Commission there was a citizens 
committee organized and that is undoubtedly the one you served on. 
After the Second Hoover Commission reports had been filed, they 
organized another citizens committee. That is the one to which T 
refer. That one, I think, was disbanded within the last 6 months or 
something of that kind. 

Mr. Suetxzey. I think that is correct. That isall. 

Mr, Anprews. Dr. Fenton. 

Mr. Fenton. Dr. Flemming, in your justifications you have a cer- 
tain table for the object classification and you are correcting it by 
this table. That is due to the fact that you dropped one employ ee ? 
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Mr. Fiemoine. That is right. Then also we adjusted the travel 
item in the manner I indicated. 


REORGANIZATION OF DEFENSE DEPARTMENT 


Mr. Frnron. Is the reorganization of the Defense Department 
working out pretty well ¢ 

Mr. Fiemmrine. I am not in a position now where I can really 
evaluate too closely what is going on in the Defense Department. 
When I was Director of ODM, I was in a position where I was pretty 
close to the operation, but on the basis of my own observation it 
seems to me that progress is being made in the right direction and 
getting particularly the topside structure on a sounder basis. 

Mr. Fenton. What about rivalries in the Defense Department? Is 
it noticeable ? 

Mr. FLemminc. Some members of this committee are in a much bet- 
ter position to provide information on that than Iam. I do not have 
any firsthand information at the present time. 

Mr. Fen'ron. That was one of the objectives ? 

Mr. FLemuinc. That is right. I think the distinguished Congress- 
man from Texas could probably give us first-hand information on 
that. 

Mr. Fenvon. We ougth to have it. What do you think, Mr. 
Mahon / 

Mr. Manon. Our hearings this year have demonstrated that there 
is a continuation of rivalries among the three services.. I think we 
all agree a certain degree of rivalry is desirable, but there is no doubt 
in my mind but that ‘the degree of rivalry often is against the public 
interest. 

I think the Reorganization Act of last year has been helpful. It 
has not taken full effect. It has not been thoroughly tried out yet, 
but I think it is going to be productive of better administration of the 
Defense Department and more efficiency and perhaps some savings 
of funds. 

There is some improvement in certain areas. There is no doubt 
about that. 

Mr. Fiemmine. I assume, for example, the straightening out of 
command channels has proved to be of help. 

Mr. Manon. That has been a good thing. 

Mr. Frunron. That is all. 

Mr. Anprews. Mr. Weaver 

Mr. Weaver. On page 5 you mention you were able to reduce your 
normal staff complement from five to four employees. 

Mr. Firemmine. That is right. 

Mr. Weaver. I am wondering how you were able to accomplish 
that when hardly without exception every other agency of Govern- 
ment is adding more employees and asking for more money. 

Mr. Fremmine. There is a simple explanation here. When Gov- 
ernor Rockefeller served as chairman of the Committee, particularly 
during the past year and a half, of course he was not located in 
Washington, he was in New York. He had a secretary here in 
Washington who kept him in touch with developments. With his 
going in as Governor of New York and my taking over the chairman- 
ship, I did not find it necessary to continue that position. 
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Mr. Weaver. The other question I have is this, which pertains to 
further unification of the services. 


UNIFICATION OF THE ARMED SERVICES 


A few weeks ago General LeMay made the statement that we should 
have one service, perhaps with land, air, and sea forces integrated. 
What would be your comments? 

Mr. Fremmine. I do not think I would like to comment on this 
without opportunity of very Seacenicl study and listening to the 
arguments for and against. I appreciate that this is an idea that 
has been advanced from time to time. I know it is appealing to 
some. 

On the other hand, I concur in the feeling of Congressman Mahon 
that some of what is alleged to be competition may be helpful in the 
long run. 

Mr. Weaver. It is helpful if it is not at the expense of the tax- 
payers. 

Mr. Fiemmina. I agree completely. It is not easy to determine 
just what woulda be what I might eall good, sound middle ground as 
between the two rather extreme points of view, those who feel it 
should be just one service and those who feel that there ought to be 
even more competition than there is at the present time. 

However, I think that the last reorganization plan headed us in a 
pretty good direction. As Congressman Mahon has indicated, it has 
helped to deal with the type of problem that those who advocate a 
single service have in mind. 

Mr. Weaver. If a further unification would bring about further 
savings, of course I assume you would be in favor of it. 

Mr. Friemmrine. If it brought about savings and at the same 
time 

Mr. Weaver. At the same time gave us the defense we want. 

Mr. Fiemmine. Yes, and at the same time kept us in position where 
we could continue to deal with Soviet Russia from a position of 
strength, it would be worth looking at. 

Mr. Weaver. That is all. 

Mr. Anprews. Mr. Michel. 





INCREASE IN COST OF EXECUTIVE OFFICE OF THE PRESIDENT 


Mr. Micner. Mr. Flemming you have been in Washington quite 
some time and have a pretty good working knowledge, I am sure, of 
the Executive Offices of the President. There are some increases this 
year over last vear. 

Is it your feeling that as the country continues to grow this con- 
tinual increase in cost as far as the executive branch is concerned in 
the various offices that are operating in it is justified and that the cost 
will continue to increase as the overall budget keeps increasing each 
year ¢ 

Mr. Fremminc. You are thinking now in terms of the Executive 
Office of the President ? 

Mr. Micuen. Yes. 

Mr. Fiemmine. I am not in position to make any detailed comments 
on the budget proposal because I have not had the opportunity of 
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looking at it, but from a general point of view it seems to me as a na- 
tion we must make sure of the fact that we do provide adequate re- 
sources for the Executive Office of the President. It we do not, I 
think in the long run we are proving to be pennywise and pound 
foolish because as the Government increases in magnitude and in 
complexity, if it is going to be given the kind of direction it should be 
given, then it seems to me that your central administrative units 
have to have additional resources over and above what they might 
have needed, say, 15 or 20 years ago. 

I certainly feel that both within the executive branch and within the 
legislative branch we are justified in making some additional invest- 
ment because of the return that we can get from that investment in 
the w ay of improved management. 

Mr. Micuen. Have these increases over, say, the past 6 years been 
out of line with the natural growth of Government budgets, or are 
you well enough informed ? 

Mr. Ftemmina. Mr. Stans would be in a better position to respond 
in detail, but my impression is they have not been. My feeling 
is that what has taken place is consistent with the growth in the 
Government. 

Mr. Micuev. That is all, Mr. Chairman. 

Mr. Gary. Mr. Chairman. 

Mr. Anprews. Mr. Gary. 


REORGANIZATION AND UNIFICATION OF MISSILE AND SATELLITE PROGRAMS 


Mr. Gary. Dr. Flemming, has your Committee given any considera- 
tion toward the reorganization and the unification of the missile and 
satellite program ? 

Mr. FLemmrinea. We have not taken a look at that since the creation 
of the new agency. 

Mr. Gary. We still do not have a unified program under the new 
agency. 

Mr. Fiemmine. I agree there are real problems and it may be an 
area where the President might ask us to take a look at it or the 
Bureau of the Budget might. 

Mr. Gary. It seems to me there is a tremendous field not only for 
economy but for real progress in the development of missiles and 
satellites. We have three separate programs. We have an Army 
program, we have a Navy program, we have an Air Force program. 

When the first sputnik went up in Russia. it was not an Army sput- 
nik, it was not a Navy sputnik, it was a Russian sputnik. When- 
ever one of our missiles or satellites goes up, it is an Army satellite 
or an Army missile or a Navy satellite or a Navy missile. It seems 
to me we would have much greater efficiency, a more coordinated 
program, and a more economical program if all activities were united 
into one program. I had hoped that was going to happen. 

I noticed after we passed the law, this new agency told the Army that 
they wanted a certain number of its technical men, and immediately 
an argument developed. It was announce 89 that the argument would 
be settled by the President. So far as I have heard, there has been 
no settlement of it vet. I would be glad to have information on it. 


40355—59 2 











16 


Tt looks to me as though that would be a great field for progress and 
economy. 

Mr. Anprews. With the exception of the ICBM, each service is 
working on separate missiles: IRBM, ground-to-air, air-to-air, et 
cetera. 

Mr. Gary. They could all be working together even though they 
are working on somewhat different projects, and they could be ex- 
changing ideas. Certainly the one is not so different from the other 
that a unified program would not give a coordination of research and 
ideas which would be helpful to the entire program. We set up the 
National Science Foundation for the purpose of coordinating our ac- 
tivities in science; experiments are being conducted all over the United 
States, but they ought to be, in my judgment, coordinated, not only a 
coordination of experimentation but of effort. 

Mr. Ftrmmtine. We should say there is in the picture at the present 
time the National Aeronautics and Space Council, of which the Presi- 
dent is the Chairman. One of iis responsibilities is to work on the 
coordination of these programs. I am not at all acquainted with what 
the Council has or has not done, but it is my understanding that the 
Congress in making provision for that had in mind that the Council 
would work in this area. 

Mr. Mrnsuaru. I agree with the statement of my colleague from 
Virginia that there is not enough coordination between the services. 
We just finished on the Defense Department Appropriations Sub- 
committee. As our good friend, Mr. Mahon, knows, we have received 
hours of testimony from the R. & D. people. Although some co- 
ordination is in effect at the present time between the services, it is 
far from enough. I think if we had a great deal more and perhaps 
if it was coordinated more from topside, we would be saving this 
country not millions but billions of dollars. 

Mr. Gary. I do not claim to be an expert on the subject, but it seems 
to me there could be a tremendous saving. 

Mr. MrnsHatu. You donot have to be an expert. 

Mr. Gary. Not only tremendous savings but more progress. We 
are competing among ourselves when we should be competing with 
Russia. 

Mr. Minsnartu. I am sure Mr. Mahon and other members of the 
committee will bear me out that there is a tremendous amount of 
overlap and duplication with its resulting waste. 

Mr. Weaver. Mr. Chairman. 

Mr. Anprews. Mr. Weaver. 

Mr. Weaver. As an example, I think all of you know how much 
we spent on the Bomarce program. In reviewing the testimony this 
morning of the last few days, I specifically asked the Air Force wit- 
nesses if contact or coordination had been made with the Army in 
respect to the Nike program. The answer was there had not been. 

Mr. Mrinsuatu. The Bomarc program is a billion-dollar boondoggle. 

Mr. Gary. It is terrible. 

Mr. Weaver. A moment ago we talked about reducing the number 
of these employees. I fully intended at that time Mr. ¥ lemming to 
commend you. I think that is an excellent example and pattern that 
could well be followed by other agencies of the Government. 

Mr. Fremmrne. Thank you, sir. 
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APPROPRIATION FOR EXPENSES OF MANAGEMENT IMPROVEMENT 


Mr. Anprews. We have another item that comes before this com- 
mittee, the appropriation for “Expenses of Pear = napa _Improve- 
ment.” They have a budget request for $250,000 this year. That is 
for expenses necessary to assist the P1 esident in sancioli the man- 
agement of executive agencies and in obtaining greater economy and 
efficiency through the establishment of more efficient business methods 
in Government operations, et cetera. 

Is there any duplication between your committee and the activities 
carried out under this fund for “Expenses of management improve- 
ment” ¢ 

Mr. Ftemoune. I think you have the two principal persons involved 
before you in connection with that question because as this other work 
to which you referred, as I understand it, is under the direction of the 
Bureau of the Budget, I think both Mr. Stans and I can say that as 
far as we know there is no duplication in the activities of our commit- 
tee as against this particular program. 

The fact of the matter is we utilize the facilities and resources of the 
Bureau of the Budget to a very considerable degree and they are very, 
very helpful to us. 

Mr. Anprews. Thank you very much. It was nice to have you. 

Mr. Fiemmine. It was nice to have been before the committee. 
Thank you very much. 

Wepnespay, Aprit 29, 1959. 


NATIONAL Security CouNcrIL 
WITNESSES 


GORDON GRAY, SPECIAL ASSISTANT TO THE PRESIDENT FOR 
NATIONAL SECURITY AFFAIRS 


JAMES S. LAY, JR., EXECUTIVE SECRETARY, NATIONAL SECURITY 
COUNCIL 


BROMLEY SMITH, EXECUTIVE OFFICER, OPERATIONS COORDINAT- 
ING BOARD 


EDWARD R. SAUNDERS, BUDGET OFFICER 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities 


1. Policy coordination $233, 398 $253, 800 $264, 000 
2. Operations coordination 466, 796 515, 272 | 528, 000 
Total operating costs 700, 194 769, 072 792, 000 


3. Relation of costs to obligations: 
Costs financed from obligations of other years | 


(unpaid undelivered orders), net (—) : ; —72 
Obligations incurred for costs of other years (un- 
paid undelivered orders), net ; s ‘ 72 
Total program (obligations) . 700, 266 | 769, 000 792, 000 
Financing: 
Unobligated balance no longer available__--_-_- ecsstaesle 10, 734 
New obligational authority paesl - ‘ 711, 000 769, 000 792, 000 


New obligational authority: 


Appropriation $711, 000 $700, 000 $792, 000 
Proposed supplemental due to pay increases ------ 69, 000 
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Object classification 


1959 estimate | 1960 estimate 


| 
| 1958 actual 
| 








| 
Total number of permanent positions. _..........-------------] 77 77 77 
Full-time equivalent of all other positions__.....-- sciatica Mia ees ans -| 1 | ] 
Average number of all ermployees__.......-...-.---.------ 61 75 | 76 
Number of employees at end of year. ..-...........------. 64 | 77 77 
RARE TAG. Sr REG Oi BOING oi ik sitet oc sewn don enesticincccs } 10.1 $7,708 | 10.2 $8,552 | 10.2 $8, 651 
01 Personal services: | 
Perminanent positions--_-.-- eee ‘ $496, 733 | $652, 813 | $668, 666 
Positions other than permanent_-__-------- enna nel 50 1, 000 1, 000 
Other personal services. .................«<.---- ad] 107, 834 | 7, 502 10, 149 
Total personal services-- a Bese ; | 604, 617 | 661, 315 | 679, 815 
02 Travel__---- ei ceria aden = 3, 047 3, 500 3, 500 
04 Communication services. lathaccp ice Geta venta ies “ . weal 9, 668 | 10, 608 | 11, 095 
06 Printing and reproduction............-- tS Ea F 3, 333 | 3, 400 | 3, 400 
07 Other contractual services catcale — 1, 929 2, 562 2, 679 
Services performed by other agencies_.._....---.------| 36, 100 36, 920 | 37, 713 
06: BES SOG TOBE OTIOIE, «on owen dec nmaemesccuabiece Kak wnsl 7, 536 7, 172 | 7, 800 
09 Equipment : ; : 95 1, 000 2, 200 
11 Grants, subsidies, and contributions._...........-..----- 33, 869 | 42, 595 | 43, 708 
Totel-costs. . .....-.--=- Peele ae 700, 194 | 769, 072 792, 000 
Costs financed from obligations of other yei rs, net a —12 
Obligations incurred for costs of other years, net__-.--.--.----] 72 
ee SD. «. cg. ac cccesecescceccdea ianciesiiotab a 700, 266 769, 000 792, 000 


Mr. Anprews. The committee will come to order. 

We have before us this morning Mr. Gordon Gray, who is appear 
ing in support of the budget request for the Nation: ul Secur ity Council 
for 1 1960; also Mr. James S. Lay, Jr., Executive Secretary of the 
National Security Council; Mr. Bromley Smith, Executive Officer 
of the Operations Coordinating Board; and Mr. Edward R. Saunders, 
budget officer. 

Mr. Gray, we will be glad to hear from you. 


STATEMENT OF SPECIAL ASSISTANT TO THE PRESIDENT FOR NATIONAI 
Securiry AFFAIRS 


Mr. Gray. Thank you, Mr. Chairman and gentlemen, in my ca- 
pacity as Special Assistant to the President I am charged with general 
supervision of the work of the National Security ‘Council and its 
subordinate agencies as well as with other duties relating to the na 
tional security ; which the President directs or requests me to discharge. 
Accordingly, this statement is presented in support of the appropria- 
tion requested for the National Security Counc il for fiscal year 1960 
($792,000). This sum constitutes an increase of $32,600 over the $759,- 
400 currently estimated as needed for operating the National Securit y 
Council for fiscal year 1959. I have found that the workload imposed 
over the past 9 months by developments during the period has been 
a very heavy one indeed. I say 9 months, Mr. Chairman, because 
that is the period of time in which I have served in this capacity. 

There seems to be no prospect of a lightening of this load and 
indeed if anything, the responsibilities are likely to increase in the 
next fiscal year. I do not believe that I could hope for standards of 
effectiveness of the vital functions of the National Security Council 
that I would like to see met without seeking an increased appropria 
tion. The Executive Secretary of the Council, Mr. Lay, and the 
Executive Officer of the Operations Coordinating Board, Mr. Smith, 
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are prepared to explain the details of and the reasons for our request 
for an increased appropriation for the coming fiscal year. First, 
however, I should like to describe the present organization and re- 
sponsibilities of the National Security Council and its staff agencies. 

As you doubtless know, the Council was created by the National Se- 
curity Act of 1947. Its establishment constituted reaiization by the 
Congress that the provisional and ad hoc arrangements, established 
during the Second World War and its immediate aftermath to de- 
velop national security policy, had proved inadequate to meet the 
President’s requirements for advice on the national security in the 
subsequent and critical postwar years. 

The statutory function of the Council is to advice the President 
regarding the integration of domestic, foreign, and military policies 
relating to the national security. The Council discharges this ae 
sibility by continuously scrutinizing and periodically recommending 
to the President the policies and programs which it is convinced are 
required for assuring our national security in the light of a continu- 
ously changing world situation. The Council also periodically re- 
views the status of all U.S. national security policies and programs 
and recommends such modifications in them as seem to be required by 
the present circumstances or anticipated developments in the world 
situation. 

The Council has five statutory members: The President, who is its 
Chairman; the Vice President; the Secretary of State; the Secretary 
of Defense; and the Director of the Office of Civil and Defense Mo- 
bilization. Also by law, the Central Intelligence Agency is placed 
under the direction of the National Security Council and is its intel- 
ligence adviser. The Joint Chiefs of Staff in turn are the Council’s 
military advisers. Thus, the Director of Central Intelligence and 
the Chairman of the Joint Chiefs of Staff regularly attend the meet- 
ings of the Council. By invitation of the President, the Secretary 
of the Treasury and the Director of the Bureau of the Budget reg- 
ularly participate in Council actions and usually, but as authorized 
by the President, the Director of the U.S. Information Agency also 
attends. In addition, the heads of other executive departments and 
agencies, at the President’s direction, participate with the Council 
in discussion of matters of direct concern to them or on which the 
President requires their advice. Therefore, the Attorney General and 
the Chairman of the Atomic Energy Commission are frequent par- 
ticipants. Likewise, those special assistants to the President who 
have a responsibility for national security matters including Dr. 
Killian, the President’s Special Assistant for Science and Technology, 
and Mr. Karl Harr, Jr., the President’s Special Assistant for Security 
Operations Coordination, attend most Council meetings. 

With rare exceptions during the last calendar year, the Council met 
each week and its main staff support, the NSC Planning Board of 
which I am Chairman, met on an average of twice weekly for meet- 
ings which rarely lasted less than 5 hours and frequently longer. The 
Operations Coordinating Board, which assists in coordinating plans 
and programs for carrying out approved national security policies 
and in following up on their effective performance, continued to meet 
each week. 
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THE NSC PLANNING BOARD—POLICY FORMULATION 


The Planning Board constitutes the normal and pr incip: il body for 
developing the policy recommendations which the Council considers. 
The Board consists of representatives (generally with the rank of 
Assistant Secretary) of those individuals who sit at the Council table 
itself. The Council participants nominate their representatives on 
the Planning Board, and these are in turn appointed by the President. 
Their Planning Board duties are set aside as their principal responsi- 
bility and have first call upon their time. The members of the Plan- 
ning Board have direct and frequent access to the heads of their agen- 
cies and likewise have authority fully to capitalize on the resources of 
their agencies in discharging their Board duties. They are backed 
up by st taff assistants who meet as often as required to assist the Board 
in drafting, revising, and refining the reports which come before the 
Planning Board for consideration. 


THE OPERATIONS COORDINATING BOARD—POLICY COORDINATION 


The President created the Operations Coordinating Board to seek 
to assure that such national security policies as he assigned to the 
Board were actually implemented in effective and coordinated fashion 
by all the responsible agencies which carry out international pro- 
grams. The OCB has no directive functions and it does not make 
policy. Its task is to coordinate, to expedite, and to follow up the 
implementation of approved policy and in this process to attempt to 
resolve interagency differences. The Board regularly submits to the 
President through the National Security Council coordinated reports 
on the effectiveness with which programs designed to achieve our na- 
tional security objectives are being carried out; it initiates new or im- 
proved proposals for action on these programs and it encourages and 
facilitates systematic consultation among the responsible agencies on 
problems common to them. In its status as a vital part of the Na- 
tional Security Council mechanism, the Board has increasingly dem- 
onstrated the wisdom and effectiveness of the closer relationship to 
the Council which was established by Executive order in July 1957. 

The Board meets for 3 or 4 hours each week to discuss and agree 
upon plans and reports, to give guidance to work in progress, to 
initiate new projects and by means of agreement to cope with a great 
variety of current operating problems “which are the reé esponsibility 
of the several departments and agencies which compose the Board. 

The desieninted members of the Operations Coordinating Board 
are: the Under Secret: ary of State, who is also Chairman, the Deputy 
Secretary of Defense, the Director of Central Intelligence, the Direc- 
tor, U.S. Information Agency, the Director of the International Co- 
operation Administration, and one or more representatives of the 
President as designated by him. Currently these are Mr. Karl Harr, 
Jr., Special Assistant for ‘Security Operations Coordination and Vice 
Chairman of the Board, and myself. The President designates the 
Chairman and the Vice Chairman of the OCB from among its mem- 
bers. In addition to the established membership of the Board, and 
at its standing invitation, the Under Secretary of the Treasury, the 
Chairman of the Atomic E nergy Commission, and a Deputy or Assist- 
ant Director, Bureau of the “Budget regularly attend the Board’s 
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weekly sessions. Likewise, representatives of other agencies partici- 
pate as members of the Board, with status of full membership, when- 
ever matters bearing on their responsibilities are being considered. 


OTHER COMMITTEES OF THE COUNCIL 


In addition to the boards I have described, there are other com- 
mittees reporting to the Council which are responsible for coordinating 

various national security programs. One is the Interdepartmental 
Intelligence Conference (chaired by the Director of the Federal 
Bureau of Investigation), which is responsible for the coordination 
of the investigation of all domestic espionage, counterespionage, sabo- 
tage, subversion, and other related intelligence matters affecting in- 
ternal security. The other committee is the Interdepartmental Com- 
mittee on Internal Security (chaired by a representative of the At- 
torney General), which is responsible for coordinating all phases of 
the internal security field other than the functions under the purview 
of the other committee I just described. 


CONSULTANTS ON NATIONAL SECURITY PROBLEMS 


It has long been the practice in the National Security Council mechanism to 
take advantage of the views and experience of competent individuals outside 
the Government in seeking to meet the problems of national security confronting 
the Council. In the choice of such consultants a conscious effort has been made 
to select individuals representing a wide variety of talent and experience. 
Consultants have been drawn from the ranks of industry, labor, education, law, 
and religion. Both of the major political parties have contributed to the ranks 
of consutlants whose advice has been sought. Inasmuch as the use of such 
consultants on an ad hoe and relatively informal basis has demonstrated its use- 
fulness in presenting fresh points of view from outside the executive branch, we 
have begun to develop and strengthen the practice of using such consultants. 
Actually, within the last couple of months we have brought in 21 consultants 
from outside of Government to discuss some elements of our basic policies. To 
the same end I am also planning to make more systematic the flow of reports 
and other material bearing on the world situation from competent private organ- 
izations and groups into the NSC Planning Board and the NSC staff, with the 
objective of broadening the outlook and extending the alternatives available 
to these groups in carrying out their responsibilities to the President and the 
Council. Inevitably, of course, such a program will involve some increase in 
the expenses of running the Council. 


THE NSC STAFF 


The National Security Council, the NSC Planning Board, the Operations Co- 
ordinating Board, and other bodies subordinate to the Council are presently 
supported by a small career staff called for by the National Security Act of 
1947 and by Executive Order 10700. This Staff is headed by the Executive 
Secretary, Mr. James S. Lay, Jr., who is here. Unlike the members of the Coun- 
cil, the Operations Coordinating Board, or the Planning Board who change with 
political change, the permanent NSC staff, which does not have a policymaking 
function, is not subject to such change. The NSC staff is composed of (a) the 
Office of the NSC Executive Secretary which includes the Deputy Executive 
Secretary, Mr. S. Everett Gleason, and the Administrative Office; (b) the policy 
coordinating staff, which provides staff services for the Council itself and for 
the Planning Board; and (c) the Operations Coordinating Board staff, headed 
by the OCB executive officer, Mr. Bromley Smith, who is also present. 


The impartial services of the NSC staff have proved invaluable to 
the National Security Council and to its subordinate bodies, as well 
as to myself and Mr. Harr, in sharpening and clarifying issues to be 
presented to the Council, in coordinating the implementation of ap- 
proved policies, in performing essential secretariat functions, and in 
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providing historical continuity of knowledge and experience bearing 
upon the development and implementati ion of natanael security policies 

and programs. It is my strong conviction, after 314 years of associa- 
tion with the National Security Council, first as assistant to a member 
of the NSC, subsequently as a member of the Council, and now as 
Special Assistant to the President for National Security Affairs, that 
the National Security Council mechanism has proved itself to be of 
invaluable assistance to the President in both the formulation and 
coordination of national security policies and programs. 

Mr. Lay and Mr. Smith are now prepared to describe the functioning 
of the staff's and the details of the appropriation estimate which we are 
requesting. However, if you have questions of a broader nature I 
shall be glad to try to answer them. 

Mr. Anprews. Mr. Lay, do you have astatement ? 

Mr. Lay. Yes, Mr. Chairman. 

Mr. ANpREws. Suppose we hear from you and Mr. Smith before we 
question. 

STATEMENT OF EXECUTIVE SECRETARY 


Mr. Lay. Thank you, Mr. Chairman. 

The purpose of my statement will be to explain the appropriation 
request of $792,000 for the National Security Council for fiscal year 
1960. The comparable amounts for fiscal year 1959 are an original 
appropriation of $700,000, plus a requested supplemental appropria- 
tion which, as passed by the House of Representatives, would amount 
to $59,400. That is pending in the Senate at the present time. 

Mr. Anprews. Is that for the salar y increase ? 

Mr. Lay. That is entirely for pay increases under the Salary In- 
crease Act, yes, sir. The increase of $32,600 over the $759,400 cur- 
rently estimated for fiscal year 1959 is needed to provide adequate 
staff services for the Council organization under current and antici- 
pated world conditions affecting the national security. 

Before explaining the fiscal year 1960 estimate, however, I would 
like to place it in perspective by giving some previous background. At 
the beginning of fiscal year 1958, the Operations Coordina iting Board 
was placed within the structure of the National Secur ity Council and 
appropriations for the Board were included in the NSC appropriation. 
Total obligations for fiscal year 1958, as compared with fiscal year 1957, 
represents the absorption of approximately $55,000 due to statutory 
provisions as follows: (1) Civil Service Retirement Act as amended 
by Public Law 854 approved July 31, 1956, which provided that an 
equal sum shall be contributed from the respective appropriation or 
fund which is used for payment of salary, pay or compensation of an 
office or establishment ($34,282) ; and (2 Federal Employees Salary 
Increase Act of 1958, Public Law 85-462 approved June 20, 1958, 
which provided for retroactive salary increases effective as of Janu- 
ary 12, 1958 ($20,269). 

The resultant austerity of the original fiscal year 1959 appropriation 
of $700,000 made it impossible to absorb the statutory Federal pay 
increase during this year, while continuing to perform the essential 
staff services required by the Council. The amount of this statutory 
increase was originally estimated at $69,000 as shown in the estimates 
submitted with the fiscal year 1960 budget. This estimate was subse- 
quently revised to $66,000, which was the amount requested as a sup- 
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plemental appropriation for fiscal year 1959. This revised estimate 
was due to an unanticipated lapse in person: al services as a result of 
temporarily vacant positions occurring in connection with the resigna- 
tion of Mr. Elmer Staats as Executive Officer, OCB, the subsequent 
appointment of Mr. Bromley Smith as his successor, and the time 
required to find a replacement for Mr. Smith’s previous staff position. 
If the supplemental appropriation requested had been granted, fiscal 
year 1959 obligations would have been estimated to tots al $766, 000. 

The Second Supplemental Appropriation Act, 1959 (H.R. 5916), as 
passed by the House of Representatives, would appropriate to the 
National Security Council $59,400, a decrease of $6,600 or 10 percent 
below the $66,000 requested. it is estimated that this reduction could 
be absorbed by delay in filling certain vacant positions. 

With this backgroud, | would like to describe the activities for which 
the National Security Council appropriations are required. Basically, 
these appropriations support the functions of the Council and its sub- 
ordinate bodies by providing essential analytical and administrative 
staff services. The career staif of the Council furnisning these services 
is provided in accordance with section 101(c) of the National Security 
Act of 1947, as amended. Such a career staff, headed under the statute 
by a civiilan executive secretary appointed by the President, fur- 
nishes both the necessary continuity on highly sensitive matters and 
maximum staff assistance to those responsible for policy formulation 
and for operations coordination. 

The organization of the NSC staff is composed of the following 
three basic elements: 

(a) The Office of the NSC Executive Secretary, which includes the 
Deputy Executive Secretary, Mr. S. Everett Gleason, and the Admin- 
istrative Office, which performs certain centralized administrative 
services for the entire NSC statl. Most of the Administrative Office 
personnel are fully occupied with the reproduction, distribution, filing, 
and related records management services of the documents and papers 
of the National Security Council, the Planning Board and its assist- 
ants, the Operations C coordinating Board, its assistants and its work- 
ing groups and committees. In addition, two key personnel provide 
advice and assistance on budget, fiscal, personnel, supply, and general 
administrative services, and maintain liaison with other agencies on 
such matters. ‘Total authorized personnel for this element number 21. 

(6) The polic’ y coordinating staff, which provides staff services for 
the Council itself, the P lanning Board, and the Planning Board 
assistants. Within this section of the staff with 16 authorized per- 
sonnel, there are the following three groups: 

(1) The Special Staff, under the immediate direction of the 
Deputy Executive Secretary, is responsible for preparing inde- 
pendent and objective analyses of the various policy proposals 
before the Council and the Planning Board. These analyses, 
which raise or clarify policy issues w ithout ms iking policy recom- 
mendations, assist the Special Assistant to the President for Na- 
tional Security Affairs in presiding over the Planning Board and 
in presenting reports to the President and the Council. The Spe- 
cial Staff also assists the responsible executive agencies in the 
preparation of status reports on the various national security pro- 
grams (which are prepared at least annually) ; and continuously 
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examines existing national security policies to see whether gaps 
exist and whether policy implications of current or anticipated 
developments are being adequately explored. 

(2) The Policy Coordinating Secretariat provides for the 
Council and the Planning Board such services as: Acting as the 
official channel of communications, notifying agencies of assign- 
ments, issuing instructions to the Administrative Office regarding 
the reproduction and distribution of documents, preparing agen- 
da, circulating records of action, and keeping a record of the status 
of all current projects. The Director of this Secretariat also acts 
as secretary of the Planning Board and as chairman of the Plan- 
ning Board Assistants. 

(3) The NSC Representative on Internal Security and his as- 
sistant perform for the Council and its internal security commit- 
tees (the Interdepartmental Intelligence Conference and the In- 
terdepartmental Committee on Internal Security) assistance, 
advisory and reporting functions relating to internal security 
matters. They also assist the Special Assistant to the President 
for National Security Affairs in internal security matters; and 
advise the NSC Executive Secretary on personnel and physical 
security for the NSC staff. 

(c) The Operations Coordinating Board staff, headed by the OCB 
Executive Officer, which is responsible to that Board for assisting it 
in the performance of its functions; and provides staff services for the 
Board, the OCB assistants, and OCB working groups and committees. 
Mr. Bromley Smith, as Executive Officer, will subsequently describe 
the functions of this part of the NSC staff with 40 authorized per- 
sonnel. 

As I mentioned at the beginning, the increase requested for fiscal 
year 1960 over fiscal year 1959 is required, primarily for personal serv- 
ices, because the staff services to support the N: ational Security Council 
organization are cur! rently incre asing in quantity, complexity, and 
urgency. For example, both the an: alytic al and administrative fune- 
tions of the NSC staff have been materially affected by the increased 
pace and scope of Sino-Soviet bloc actions affecting U.S. security, the 
mounting complexity of national security problems related to such 
fields as weapons systems and foreign economic deve ‘lopments, and new 
developments, especially in science and tec ‘hnology. Consequently, the 
workload of the small NSC staff has shown a rising trend with the 
resultant increased need for staff services and the funds to provide 
them. 

This increase in workload is the main cause for an estimated in- 
crease in personal services. While no increase in authorized person- 
nel of 77 positions is contemplated, the increased funds will enable 
the staff to maintain its average personnel strength at a level of 76 
positions in fiscal year 1960 compared with 75 positions in fiscal year 
1959. Specifically, the increase in personal services is largely to pro- 
vide for an increase in average employment, while the balance is 
essentially for periodic step increases and regular pay in excess of the 
52-week base. 

The small remaining increase in other objects is for normal oper ating 
costs based upon past experience and anticipated future requirements. 

In conclusion, may I repeat that the app1 opria ition estimate for fiscal 
year 1960 does not involve any increase in the 77 permanent positions 
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which have been authorized during the preceding 2 fiscal years, 
although it is contemplated that the number of employees will average 
76 during fiscal year 1960 compared to 75 during fiscal year 1959. 

In my opinion, the requested appropriation “of $792,000 for fiscal 
year 1960 is the minimum required to provide adequate staff services 
to suport the work of the National Security Council organization 
under presently foreseeable conditions. 

Mr. Bromley Smith is now prepared to describe the work of the 
Operations Coordinating Board and its staff. 


NUMBER OF EMPLOYEES 


Mr. Anprews. How many employees do you have on the payroll at 
the present time ? 

Mr. Lay. At the present time, Mr. Chairman, there are 76 although 
1 is in process of resignation, so there are 75 employees on duty. 

Mr. Anprews. Is the increase of $32,600 requested to provide for 
additional positions ? 

Mr. Lay. Essentially this will be for an increase in average employ- 
ment. As I explained, the difference between 1960 and 19: 59 has been 
due in part to the resignation of Mr. Elmer Staats, who went [back] 
to the Budget Bureau—this was an unanticipated change this year— 
then the delay involved in his replacement, by Mr. Smith, and sub- 
sequently finding a replacement for Mr. Smith. Both of these were 
high-level positions and therefore the temporary vacancies created 
quite a reduction in this year’s obligation. 

Mr. Anprews. What salary do you propose to pay to the new em- 
ploy ee ? 

Mr. Lay. The new employee would be a GS-15. 

Mr. Anprews. What salary is that ? 

Mr. Lay. That would be between $12,770 and $14,690. 

Mr. Anprews. You now have 75 permanent full-time employees on 
the payroll ? 

Mr. Lay. Yes, sir. 

Mr. Anprews. And you are authorized 77 ? 

Mr. Lay. Yes, sir. 

Mr. Anprews. There are two vacancies, then 7 

Mr. Lay. Yes, sir. Actually during the course of the year, I should 
explain, we have had other vacancies due to turnover that have fur- 
ther reduced this year’s obligation. 


STATEMENT OF EXECUTIVE OFFICER, OPERATIONS CooRDINATING BoarD 


Mr. Anprews. All right. Mr. Smith, we will hear from you now. 
Mr. Smirx. Thank you, Mr. Chairman. 
This statement is in support of the request for funds to finance the 
th a eng Coordinating Board of the National Security Council for 
scal year 1960. Mr. Gordon Gray, Special Assistant to the President 
for National Security Affairs, and Mr. James S. Lay, Executive Secre- 
tary of the National Security Council, have described to you the re- 
lationship of the Operations Coordinating Board to the National 
Security Council both as regards appropri iations and staff. 
Estimated expenditures in fiscal year 1960 for that part of the NSC 
staff responsible to the Operations Coordinating Board are based on 
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40 positions, the same number as authorized for fiscal year 1959. 
Actual employment as of today is 39. One junior officer position is 
now vacant, but OCB member agencies are expected shortly to provide 
candidates to fill this position on a reimbursable assignment basis. Of 
the 40 positions, 19 are in the professional category and 21 are non- 
professional. The 19 professionals include the Executive Officer, the 
Deputy Executive Officer, 12 representatives on interdepartmental 
working groups and committees; 2 on the OCB secretariat, and 3 on 
the intelligence liaison staff. 

As outlined by Mr. Gray, the Operations Coordinating Board was 
established by the President in 1953 to provide the means for improv 
ing interagency coordination of the activities of those U.S. agencies 
concerned with carrying out national security policies. Beginning in 
1953, the President assigned to the Board for interagency coordina- 
tion nearly all national security policies dealing w ith oversea opera- 
tions. Thhe Board now has 54 active and continuing polic, y coordina- 
tion assignments from the President as compared w ith 43 last year and 
35 in 1957, 

The Board also has the responsibility under the Presidential order 
to consider new or additional U.S. actions and to insure that each 
security action or project contributes to the greatest extent to the 
achievement of U.S. policy objectives. This general assignment has 
resulted in six continuing projects and in an ever-increasing number 
of specific operating problems which are brought before the Board by 
members or by agencies not formally represented on the Board but 
which present operating problems for Board advice and coordination. 
Illustrative of this aspect of the Board’s work are the new operating 
problems relating to science and technology which have been presented 
to the Board and which represent an increasing proportion of the 
Board’s work. In this general area, the Board is increasingly active 
in the coordination of interagency activities in the Antarctic and in 
the coordination of certain information and foreign aspects of pro- 
grams with respect to nuclear energy, and in the integrated use of 
American medical knowledge in the underdeveloped areas of the 
world. 

Much of the coordinating activity of the Board is carried out 
through standing interagency working groups or committees which 
have been set up for all countries or regional areas covered by national 
security policies. These working groups coordinate on a day-to-day 
basis, formally and informally, the actions of U.S. Government agen- 
cies affecting the specific countries or regions. The Board establishes 
special or temporary interagency groups whenever it considers them 
necessary to deal with specific operational problems such as those in 
the fields of cultural activities, oversea education, programs related 
to oversea exhibits and fairs, or matters affecting American military 
and civilian personnel overseas. 

The function of the staff of the Board is to expedite and facilitate 
the process whereby OCB member agencies reach decisions with re- 
snect to actions to be taken in carrying out national securitv policies. 
The Executive Office has overall responsibility for the staff in addi- 
tion to chairing a subgroup of the Board—the Board assistants— 
which meets weekly to review papers prepared by working groups for 
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consideration by the Board or to act in some cases on behalf of their 
prince 7 

Twelve staff officers are assigned to assist the interdepartmental 
working groups described above. These oflicers have had considerable 
operating experience, which enables them to contribute to the draft- 
ing of documents, to the preparation of minutes and to the identifica- 
tion of problems which require interagency coordination. 

Two professional officers are assigned to the Board secretariat. 
They arrange for Board and Board assistants meetings, schedule and 
document the actions of these groups, supervise the preparation and 
issuance of OCB documents, and maintain liaison with other inter- 
agency committee staffs and generally perform other similar func- 
tions of an interdepartmental secretariat. 

Three professional officers form the intelligence liaison staff. 
They are responsible for obtaining or developing, in cooperation with 
the intelligence agencies in the Government, the intelligence materials 
needed to support the Board and its working groups, and also the 
Special Assistant to the President for Sec urity Operations Coor- 
dination and the Special Assistant to the President for National Se- 
curity Affairs, Mr. Gray. 

The professional staff generally consists of one-half permanent 
career officers and one-half officers on assignment on a reimbursable 
basis from the OCB member agencies for periods lasting 2 to 3 years. 
This arrangement gives the Board a staff combining officers with 
field experience and officers familiar with the Board’s continuing 
work. 

PERSONNEL AND AVERAGE EMPLOYMENT 


Mr. Lay. Mr. Chairman, may I try to give a little clearer answer 
to the question you asked earlier about the personnel differences be- 
tween 1959 and 1960? 

Mr. Anprews. All right. 

Mr. Lay. The total cationate at this time of difference between 1959 
and 1960 in personal services will run around $28,000 of the $32,600. 
About one-half of that $28,000 would be for the additional position 
of GS-15, which I mentioned. Another $3,000 or more will be for 
increased pay above the 52-week base because of the calendar difference 
between fiscal 1959 and fiscal 1960. The remainder is to make up for 
the unexpected and in some ways excessive turnover in the staff we 
have had this year, particularly those in the high grades which I men- 
tioned. Actually employment during this fiscal year through March 
has averaged 73.6 and has varied between 72 and 75. As of the latter 
part of March a replacement for Mr. Smith’s position was brought on 
duty and thereby we got up to 75, which is our present status. 

raat Anprews. Have you ever biee up to the authorized strength 
of 77 

Mr. Lay. There may have ben brief periods during this year, but not 
for any length of time. The figures I have given, of course, are month- 
end figures. 

Mr. Anprews. Your budget schedule indicates that at the end of 

scal year 1958 you had only 64 employees, and the average employ- 
ment was 61, yet you start fiscal year 1959 with 77 employees. 











28 
REIMBURSABLE DETAILS 


Mr.-Lay. I can explain that. The 64 are permanent employees and 
the difference between that figure and the actual average employment 
during fiscal year 1958 of 74, are in reimbursable details. As has 
been explained, a number of staff positions which are provided for in 
this appropriation, are as a matter of policy filled, especially on the 
OCB staff, with people on detail from the operating departme nts and 
agencies represented on the Board. This appropriation reimburses 
those departments fully for their pay during the period involved. 

Mr. Anprews. What about those people being covered by this item 
“Other Personal Services” ? 

Mr. Lay. Those are the reimbursables. 

Mr. Anprews. How many people did you have on the payroll 
the beginning of fiscal 1959 ¢ 

Mr. Lay. At the beginning of fiscal year 1959 we had 73, sir. 

Mr. Anprews. What about this figure of 64 as the number of em- 
ployees at the end of fiscal year 1958 ¢ 

Mr. Lay. The difference between that and my 73 are 9 reimburs- 
able employees. In other words, we had 73 people on full-time duty. 

Mr. Anprews. It seems that if you count those reimbursable Pe ople 
for one year you would count them for every year shown in the budget 
schedule. 

Mr. Lay. I take it, because of the way the budget is set up, we can 
not put them as permanent employees because they are usually with 
us only for a period of 2 or 3 years. Perhaps Mr. Saunders, the 
budget officer, can explain why that is necessary. That worried 
us in presenting our budget but the fact is we were paying out ot 
this appropri: ition as of June 30, 1958, and on full duty with the NS¢ 
staff 73 total, 64 permanent, and the balance reimbursable. 

Mr. Gary. Mr. Chairman, will you yield ¢ 

Mr. Anprews. Mr. Gary. 

Mr. Gary. When you speak of employees being on a reimbursable 
basis, does that mean they are employees of other departments that 
you use temporarily and you reimburse the other departments for 
their salaries w hile the ‘v are working with you ? 

Mr. Lay. That is correct. For example. say there is a working 
group under the Operations Coordinating Board on the Near East. 
One of the NSC staff positions will be for an OCB staff officer to 
work on that area, with the working group and otherwise assist the 
Board in its work. As a matter of choice, about half of the pro 
fessionals on the OCB staff are reimbursables. The officer working 
with the Board staff on the Near East may, as is presently the case, be 
a Foreign Service officer of the State Department. The present in 
pore of that position has been with us over 3 years and he is paid 
out of NSC appropriation. We reimburse the State Department 
for his salary. 

Mr. Gary. The State Department pays him his regular salary 
and you reimburse the State Department for the amount they pay 
him ? 

Mr. Lay. That is right, during the time he is with us. This proce- 
dure has a great advantage in ha aving many people working on ex 
operational and coordinating problems who have recently served i 
the field to which they are assigned. 
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Mr. Anprews. In your budget schedule under the first column, 
1958, you show the number of employees at the end of 1958 as 64. 

Mr. Lay. Yes, sir. 

Mr. Anprews. And under the next column, 1959, you show 77. 

Mr. Lay. The 64, Mr. Chairman, are permanent employees of the 
NSC staff. 

Mr. Saunpers. I might say this is the first time we have presented 
a budget on this basis and this was required by the Bureau of the 
Budget. They said since we had so many reimbursables we should 
not count them in the first column with our own employees since they 
are only assigned to the Council for a short period of time. That is 
the way they said they wanted it presented and that is the way it is 
pr inted in the budget document. 

Mr. Anprews. So at the beginning of 1959 you actually had 7 
people ? 

Mr. Lay. That figure is the number estimated for the end of this 
fiscal year. 

Mr. Saunpers. It is estimated we will have 77 on by the end of 
June. 

OTHER CONTRACTURAL SERVICES 


Mr. Anprews. You are requesting an increase for “Other contrac- 
tual services, services performed by other agencies,” from $36,920 
to $37,713. Explain that to the committee. 

Mr. Lay. A large part of that particular account, Mr. Chairman, 
is for the guard service in the Executive Offices Building. Because 
of the security problems that we have in the National Security Council 
in safeguarding papers, we have en enclosure for the NSC space in 
the building and a guard on duty in off hours, at night and weekends, 
to safeguard our papers. 

Mr. Saunpers. General Services Administration furnishes the 
guards. 

Mr. Anprews. And you pay for them ? 

Mr. Saunpers. That is correct. 

Mr. Lay. We pay for them and the increased cost is largely due to 
the pay increase act as it affects those guards. 

Mr. Anprews. Do you have any other contractual services besides 
guards ¢ 

Mr. Lay. Yes, sir. For example, because of the small size of the 
staff we have the use of one of the cars in a motor pool on half time, 
and we reimburse the agency maintaining that pool half of the cost 
of maintaining one car and driver, 


GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Mr. Anprews. What is this item “Grants, subsidies and contribu- 
tions,” increasing to $43,798 for 1960 from $42,595 in 1959? 

Mr. Lay. I believe that is entirely retirement fund contributions. 

Mr. Saunpers. That is correct. That is object class 11. 

Mr. Anprews. All right. Now, Mr. Gray, I have some questions 
for you. 

Mr. Gray. Might I say, Mr. Chairman, it is of interest to me that 
we hold this staff to a minimum to do the job. 
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In 1951, as perhaps some of you will recall, President Truman 
established the Psychological Strategy Board. I know something 
about it because I was its first Director and served about 6 months. 
The OCB, of which Mr. Smith is executice officer, is really the suc- 
cessor to the old Psychological Strategy Board. This was established 
roughly in the middle of 1951. 

During 1952 the oe staff and the Psychological Strategy Board 
numbered in total 72 persons. By 1953, it had gone to 86 total. Then 
the OCB was established and the old Psychologic ‘al Strategy Board 
was abolished, and the figures during ep bare succeeding for the com- 
bined NSC and OCB staffs were: 84, 8 , 76, 74, 75: and we are 
requesting funds for 76 for the next a, yea 

So I would like the record to show that ac <i elie this combined staff 
operation has been about steady and actually has decreased from its 
high point. 


PROPOSED EXPANSION OF STAFF TO THE PRESIDENT 


Mr. Anprews. What role is contemplated for the National Security 
Council in proposals currently being advanced for reorganization and 
expansion of the staff to the President ? 

Mr. Gray. I am not sure I am familiar with the proposals to which 
you refer. I know at the moment of none proposed or of any change 
the President proposes as far as this Council isconcerned. The answer 
to the question is I do not know of any change in our status. I think 
there is not any contemplated. 


REIMBURSEMENTS TO CIA 


Mr. Anprews. Is provision made for reimbursement or transfer of 
funds to cover the cost of administrative services provided by the 
Central Intelligence Agency ¢ 

Mr. Saunpers. Yes. 

Mr. Anprews. What amounts are involved? Explain that for us. 

Mr. Saunpers. The amount is $13,643 

Mr. Anprews. Does that come under the item “Personal services”? 

Mr. Saunpers. No; it comes under the item “07 Other contractual 
services.” The Central Intelligence Agency does all the budgeting 
and accounting for NSC. It also hi andles all personnel m: itters and 
furnishes logistic support including servicing their station wagon, and 
so on. 

Mr. Anprews. Does that item include guard services? 

Mr. Saunpers. That is right. We make provision for that through 
the General Services Administration. 

Mr. Anprews. The budget schedule on page 16 indicates that the 
cost of services performed by other agencies is increasing, while the 
budget schedule on page 22 indicates that payments to other agencies 
for reimbursable details is being reduced to zero. What is the expla- 
nation for this? 

Mr. Lay. Mr. Chairman, I can answer that. We have not at- 
tempted to estimate how many of the total positions in this and 
the next year would be encumbered by reimbursable detail personnel. 
We have submitted the budget as all permanent positions and then, 
as the occasion demanded or as was considered desirable, one of these 
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positions would be filled by reimbursable detail and then we would 
reimburse the agency from which that employee came. The percent- 
age of reimbursables does vary from year to year. 

Mr. AnpDrEws. And we could expect that to happen again? 

Mr. Lay. That is correct, sir. We have reimbursables on as of the 
present time and a number of them will appear in the budget next 
year as a reimbursable detail from other agencies. Funds used for 
such reimbursement are the funds shown for the regular permanent 
positions and that will be true in 1960 as well. 


EQUIPMENT 


Mr. Anprews. What comprises the estimate of $2,000 for equip- 
ment in 1960 and why is this item being increased so substantially 
over the 1958 and 1959 levels? In 1958 it was only $95 and in 1959 
it was $1,000 and your request for 1960 is $2,200. What is that for? 

Mr. Lay. Mr. Chairman, it is essentially for things such as desks 
and particularly safes, which are a large part of that requirement, 
and typewriters, that type of equipment. The reason for the small 
amount that. has been shown in that category in 1958 and 1959 is 
that, even with an authorized staff of 77 operating very actively, we 
had to keep equipment purchases down in order to stay within the 
budget. ‘That is part of the austerity of our present budget situation 
and since we are having difficulty with equipment we will have to 
replace some. 

Mr. Anprews. What type of equipment is that? 

Mr. Lay. Typewriters and safes, essentially. 


LAPSE RATE 


Mr. Anprews. Is it realistic to estimate such a low lapse rate in 
1960 in view of the experience you had in 1958? Is it not true that 
should your experience in 1960 turn out to be similar to that of 1958 
this would generate more than $100,000 excess funds in your appro- 
priation ? 

Mr. Lay. At the rate we are now operating and the workload we 
have, we are now up to 75 employees and we do not now anticipate 
the type of turnover that has happened during this fiscal year. We 
do believe we can and should, in order to perform the staff services, 
keep up to the average of 76 employees. We may do that by tem- 
porary details from other agencies if unanticipated turnover does 
occur in order to keep a continuous staff operation. 

Mr. Anprews. Why do you contemplate costs of $1,000 for inter- 
mittent employment in 1959 and 1960 when your actual experience 
in 1958 was only $50 ? 

Mr. Lay. This is related directly to the use of consultants. 


PAY OF CONSULTANTS 


Mr. Anprews. What do you pay your consultants ? 

Mr. Lay. The authority is to pay a per diem up to $50 and travel. 
The $1,000 is for per diem. The travel is in a separate account. 

As Mr. Gray has said, the use of consultants is being increased over 
past years. To date in this fiscal year in that account on pay for 
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consultants, we have already paid $950 compared with the smaller 
amount in 1958. This is due direc tly to the desirability of more fre- 
quent use of outside consultants. 

Mr. Minsnatyi. Mr. Chairman, will you yield at this point? 

Mr. Anprews. Yes. 

Mr. MINsHALL. Off the record. 

(Discussion off the record.) 


STATUS OF OBLIGATIONS 


Mr. Anprews. Your budget request for this year is $792,000. If 
the supplemental request is granted for fiscal 1959 your total appro- 
priation for 1959 will be $759,400. How much of that do you expect 
to have unexpended or unobligated at the end of this fiscal year? 

Mr. Lay. With the personnel now on duty and presently contem- 
plated, we think essentially all of that will be obligated. 

Mr. Anprews. How much did you have unexpended or unobligated 
at the end of 1958 ? 

Mr. Lay. Actually that was practically all obligated. Mr. Saund- 
ers, do you have the exact figure ? 

Mr. Saunvers. Yes. It is set forth in the budget. 

Mr. Anprews. $10,734? 

Mr. Saunpers. That is right. That is what we had left over. 

Mr. Anprews. You do not expect any at the end of this fiscal year? 

Mr. Saunpers. Not at the moment we do not. 


PROCEDURES OF NSC 


Mr. Anprews. Mr. Gray, I have been lost in this maze of boards 
and committees and subboards and subcommittees you described in 
your general statement. I wonder if you could tell us, as much on 
the record as possible and off the record if necessary, just what you 
do when you have these meetings and what matters are discussed. 
Give us a résumé on the type of work that you do. 

Mr. Gray. Mr. Chairman, I will speak on the record to the point 
of procedures and it may be I will request to go off the record. 

Mr. Anprews. I may say to you this record will be made available 
to you for your review and if you find you said something on the 
record that for security reasons should be deleted, you will have the 
privilege of deleting it from the record. 

Mr. Gray. Thank you. 

As has been said before, Mr. Chairman, the National Sec urity Coun- 
cil was established first in the National Security Act of 1947, and by 
the terms of the statute which established it, it is advisory to the 
President. Any President, of course, may make use of the advice of 
this Council in the way he sees fit. We have had experience now 
only with two President in the history of the Council. 

Starting with the Council itself, I have indicated and the record 
shows the membership and those in addition to the regular members 
who attend Council meetings. The Council regularly meets every 
week. It meets for a couple of hours, as a rule, and it has an agenda 
for each meeting. 

Mr. Anprews. Who prepares that agenda ? 
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Mr. Gray. Well, the agenda is directed by the President. As a 
practical matter usually it is prepared by me in his behalf. Normall 
he relies on his special assistant to get the matters before the Council 
that should be there under the circumstances existing. I should not 
fail to say that when there is sometimes a question of whether a 
matter should be before the Council or not, I consult him about it, 
but normally as a practical matter I prepare the agenda. 

The kind of matters that would come before the Council as a 
general thing would be these: We always have a briefing by the 
Director of Central Intelligence on matters of consequence since the 
previous meeting. 

We normally have for consideration of the President on advice of 
the Yoga policy statements which may be with respect to a geo- 
graphic area or a particular country, or there may be a functional 
policy lnnaduaal By that I mean such a policy statement as the 
national space policy. 

We frequently and almost regularly will have a report from the 
Operations Coordinating Board which is presented by Mr. Karl 
Harr, Jr. 

Mr. Anprews. That is part of your National Sec ‘urity Council ? 

Mr. Gray. That is a part of the structure. That isa report on the 
implementation of a policy which the Council has previously pre- 
sented to the President and which he has approved. 

Frequently we will have a paper for discussion. This will involve 
a document which addresses itself to a problem which puts up var- 
ious alternative courses of action or alternative policies which might 
be taken. We seek to have these alternatives fully discussed in the 
Council as guidance for the planning board, a subsidiary body to the 
Council, which actu: uly drafts the documents that go to the Council. 

The President expects the members to speak on matters before 
them not only from their particular point of view but to contribute 
the broadest kind of view to the general discussion. That means that 
frequently at a Council meeting | a member will advert to some cur- 
rent situation and it might stimulate discussion even though this 
might not have appeared on the agenda. Generally speaking, how- 
ever, because of the number of things to be discussed, we try to ad- 
here to the agenda and it is my duty to bring out the various points 
of view that have been br ought forward at the planning board level 
by the representatives there. 

In the formulation of the papers which go to the Council, a tre- 
mendous number of man-hours go into this process at the planning 
board level. I have indicated for the record the agencies represented 
on the planning board and have indicated we meet regularly twice a 
week. 

Our function, as we have performed it or try to perform it, is to 
make a statement generally of the problem w hich we are considering, 
the objectives to be attained, and policy guidance to achieve those 
objectives, 

I may say that a charge that has been made against the Council 
machinery is that because these papers in effect are the synthesis 
of departmental views, this process necessarily results in compromise 
and therefore taking up to the President less than the clear alterna- 
tives which might be presented. 
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On the other hand, a charge is equally as frequently made that 
the Council operates without regard to the responsibilities of the 
agencies that have to perform the policy. 

I say these are charges made and both cannot be true. The fact 
is that I suppose the h: irdest job I have in presiding over the planning 
board is to make sure that the clear differences of opinion are brought 
out in the discussion and are stated in the paper so that the President 
and his advisers have a clear understanding of what these alterna- 
tive courses are. We spend more time trying to define the split 
views than anything else. So most of the papers that go up for the 
President’s consideration do represent differences of opinion which 
the operating agencies hold. 

Mr. Anprews. Is the National Security Council more or less an 
advisory council for the President ? 

Mr. Gray. That is what it is under the statute. 

Mr. Anprews. Youare not a factfinding agency ? 

Mr. Gray. No, sir; we rely on the intelligence ‘e community under 
the Director of the Central Intelligence Agency. 

Mr. Anprews. Is it correct to say, then, that members of your 
Council obtain as much information as possible on any issue that is 
of interest to the members of the Council or the President ? 

Mr. Gray. Yes, sir. 

Mr. Anprews. You study these facts and then you evaluate the 
facts and pass on to the President your judgment as to what action 
he should take? 

Mr. Gray. I think that is a good summary. 

Mr. Anprews. Let us take Suez as a concrete example. I imagine 
when the Suez crisis arose there were busy days for the Council? 

Mr. Gray. I was not in this position at the time of the Suez crisis 
and I am sorry I cannot speak on that. 

Mr. Anprews. What about the Lebanon crisis? I would like you 
to take some concrete case and tell us what you did, what recommenda 
tion you made to the President, and what action the President took 
following your recommendation. You might do that off the record. 

Mr. Gray. Certainly it should be off the record. I am pleased to 
discuss procedures to the best of my information and knowledge. |] 
am not privileged to discuss substance, that is to say the substance of 
recommendations which the Council makes to the President nor the 
decision which he makes. But perhaps I should answer your ques 
tion by taking a hypothetical we ition. 

Mr. Anprews. Proceed, Mr. Gr ay, and give us a hypothetical case 
of action on the part of your Council, off the record. 

(Discussion off the record.) 
Mr. Anprews. I think, Mr. Gray, you have explained to the com- 


mittee very thoroughly the operations of the Security Council. Mr. 


Gary. 


Mr. Gary. Mr. Gray, do I understand that you are asking for 


$792,000 and that amount will finance the operation of the National 
Security Council and the Operations Cordinating Board and the Plan- 
ning Board ? 

Mr. Gray. Everything under the National Security Council strue 
ture: yes, sir. 
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Mr. Gary. That is just one appropriation of $792,000 to cover the 
entire operation ¢ 
Mr. Gray. That is correct, sir. 


GUARDS FOR PROTECTION OF RECORDS BY GENERAL SERVICES ADMINISTRATION 


Mr. Gary. Reference was made to some guards that are furnished 
for the protection of your records by the General Services Adminis- 
tration. Where are those guards used ? 

Mr. Gray. Our offices are in the Executive Office Building on the 
third floor and all the offices of our Council structure are enclosed in 
a special high partition which has been built in the corridors around 
these oflices. In off-duty hours—that is to say, at nights and holidays 
and Sundays—all entrances to this area are locked and there is a guard 
who controls access, ingr ess, and egress, to this area. There is no way 
to get into it except by passing through the door which is watched by 
a guard. 

I am not sure this is responsive to your question. 

Mr. Gary. It is. 

Mr. Gray. One cannot enter the area which our offices occupy in 
off-duty hours except by passing this guard who requires a pass. 

Mr. Gary. I asked this question because last year the President 
requested a supplemental appropriation and again ‘this year requested 
a regular appropriation for the White House Police so that certain 
cuards in the Executive Office Building could be changed over from 
the General Services Administration to the White House Police. He 
felt that the areas in the Executive Office Building housing, I thought, 
your agency and several others, were not adequately guarded by the 
General Services Administration, and because of the highly classified 
nature of the files and materials in use there, he insisted that they 
should be guarded by the White House Police. 

We refused the request last year because under the law the White 
House Police were only authorized to guard the White House build- 
ing and grounds. 

This year a charge in language was requested to permit the White 
House Police to operate in the Executive Office Building. The change 
in language and the necessary appropriation were allowed. 

Why is it, with that area being guarded during the next year by 
the White House Police, that you need an appropriation to reimburse 
the General Services Administration for its guards ? 

Mr. Gray. With your indulgence I will ask Mr. Lay to speak to 
this. But I think it is true that one reason we had to go to General 
Services Administration was that there were not enough White House 
guardsmen to perform this function in the area in which we found 
ourselves. Perhaps Mr. Lay can elaborate on this. 

Mr. Lay. I believe that is correct. Also, I believe the guards which 
are spoken of here are at the main entrance to the building. It is 
possible for people to come into the building during the day and 
stay on past closing hours. Neither in our offices or elsewhere in the 
building is there a check of people who come in and out during the 
day. 

Mr. Gary. But if you are going to have your area guarded or 
policed, which it will be, by the “White House Police, why do you need 
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also the General Services Administration guard? Certainly that 
man at the door is not necessary for you alone? He is for the entire 
building? 

Mr. Lay. I was going to explain the additional duty our guard 
has other than checking entrance and exit. Our guard is to patrol 
the entire area periodically and further to check on all the material 
in every room during the course of the off-duty hours. He goes in 
every room and checks to see that there are no classified papers out. 
He performs a careful scrutiny of the area rather than just the check 
of people coming in and going out. 

Mr. Gary. What I am getting at is that the Treasury asked us to 
give them White House Police instead of General Services Admin- 
istration guards. We gave them the White House Police and now 
apparently you will have both. 

Mr. Gray. May I say this, Mr. Chairman? I think the committee 
is entitled to ask us the question which we are not able to answer this 
morning, whether if they get increased money for the White House 
Police, which you say you cut out last year but are allowing this 
year— 

Mr. Gary. We did not give them a supplemental appropriation last 
year. They came in just before the Congress adjourned and asked 
for a supplemental for this year. We refused that. Then they came 
back this year and asked for an appropriation for the next fiscal year 
so that they could employ the White House Police rather than the 
GSA guards. We hesitated a long time but we finally gave it, with 
the assurance that they would switch one for the other. Now appar- 
ently it is beginning to look like they will have both, and I see no need 
for both. 

Mr. Gray. I would like to say, Mr. Chairman, that I would be glad 
to inquire to see if their appropriation would cover the kind of special 
guard service we require in our area and report to the committee on 
that. We have not been informed they will provide that. 

Mr. Gary. Let me read you from our hearings. This is from the 
hearings just recently concluded on the Treasury-Post Office appro- 
priation for the fiscal year 1960: 

The balance of $63,635 is requested for 1 extra day's pay in the amount of 
$3,635 and $60,000 for 11 additional police with related expenses to extend the 
protection to those offices in the Executice Offices Building occupied by certain 
members of the White House staff. The White House has requested the exten- 
sion of the jurisdiction of the White House Police as necessary for the protection 
of highly classified material. 

They gave us a list of the agencies, and I am almost certain that the 
National Security Council was one of those listed. 

Mr. Gray. May Mr. Lay speak to this point ? 

Mr. Lay. I believe I have the answer. The White House now has 
offices on the second floor—we are on the third floor—with similar 
partitions to those which we have for our area. Based on the ex- 
perience we have had with satisfactory security of this guard service, 
T believe it is intended to give the White House and some agencies 
other than the National Security Council comparable protection for 
their classified papers to what we now have, and that there is no 
duplication. 
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Mr. Gary. If you are getting proper protection from the General 
Services Administration guards, why is it necessary to switch to the 
White House Police? 

Mr. Lay. We have only one guard position, Mr. Gary, and that 
guard is restricted to the NSC area of the building and does not cover 
any other part of the Executive Office Building or any other agency 
than the National Security Council. But, if I may, I would like 
permission to confirm my understanding of ‘the White House request. 

Mr. Gary. I would like for you to look into it. I am merely trying 
to avoid a duplication of these guards. 

Mr. Anprews. How many guards are there? 

Mr. Lay. There is one guard position. Of course you have to have 
relief. 

Mr. Anprews. Then there would be three? 

Mr. Mrnsuautt. Why would the White House need 11 to do the 
same job you are doing with 1 now ? 

Mr. Lay. They have a larger area, I believe. Frankly, I cannot 
answer that. 

Mr. Gray. I am quite sure they would not be requiring 11 new 
positions for that one area, but I think this may involve a conversion 
of some of the White House guardsmen now from GSA to White 
House Police. I would guess “that you would find there would be 
some reduction in White House payments to GSA, but I am not sure. 

Mr. Gary. That was our understanding. In fact, they said they 
could hire the White House guards e heaper, which I questioned, but it 
was understood one would be substituted for the other, and I want 
to see that it is carried out on the basis it was proposed to us, because 
we allowed it, against our better judgment. We saw no reason why 
the GSA guards would not be sufficient, but they insisted that because 
of the very highly classified nature of the material they should have 
White House Police. 

This is the list of offices they gave us that would be protected by the 
White House Police: 

Special Assistant to the President for Personnel Management; Spe- 
cial Assistant to the President for Foreign Economic I -olicy ; : Spee rial 
Assistant to the President, Public Works Pla inning; Speci ul Assistant 
to the President for Science and Tec hnology ; Spec ial Assists nt to the 
President for Aviation; the Honorable Don Paarlberg, Special As- 
sistant to the President; the Honorable Meyer Kestnbaum, Special 
Assistant to the President; the Honorable John H. Stambaugh, Spe- 
cial Consultant to the President; the Honorable Clarence Francis, 
Special Consultant to the President; Gen. John Hull, President’s 
Board of Consultants on Foreign Intelligence Activities. 

They said that their records were so highly classified that they 
needed White House Police, which is under the Secret Service, as 
you know. We have given them these guards and I cannot under- 
stand why they cannot take over the duty of guarding the National 
Security Council also. 

Mr. Gray. Mr. Chairman, I think the committee is entitled to have 
us look into this and report to you, which we shall be happy to do. 
Actually, none of the agencies you named are on the staff of the 
National Security Council. I do not think we have a different view 
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from the committee in not wanting to spend unnecessary funds. I 
should like an opportunity to look into it and report to you. 

Mr. Gary. We went into this very carefully with the Treasury and 
I should like to know that there is no duplic ation. 

Mr. Lay. I would like to say none of these agencies are in the area 
presently covered by our guards. They are on a different floor and in 
different sections of the Executive Office Building. 

Mr. Gary. I really do not like the arrangement. 

Mr. Gray. One of the problems is that in the daytime people can 
enter that building from the Pennsylvania Avenue entrance or the 
17th Street entrance, anybody can walk in or out because a lot of 
people have business with the offices that require no security. There 
is no way to check on the people in the building. When the building 
is closed up at night you do have to get into the building by pass 
from Pennsylvania Avenue, but there is no way of knowing who is 
wandering around in the big building. That is why we have found it 
necessary to have special security for the National Sec ‘curity Council 
area, but you are entitled to a full report. 

Mr. Gary. I realize the necessity of guarding these records. I 
think we have been entirely too loose with some of the records of this 
country with the result they have gotten into the hands of people we 
did not want to have them. I agree thoroughly you ought to be pro- 
tected, but the question is how, and certainly we do not want the GSA 
and White House Police both protecting you. There ought to be 
more coordination. There are somany Government Boards and Com- 
missions the right hand does not. know what the left hand is doing, 
and if Congress does not do anything else I think we ought to coordi- 
nate their activities as much as possible. In our Treasury hearings 
Chief Baughman of the Secret Service said : 

One of the employees over in the Executive Office Building who is interested 
in this project told me—and he had discussed it with other officials at the 
White House—that they thought in view of the importance of their files and 
the highly classified materials, that they should have only the best. 

I should think your files are very highly classified too, are they not? 
It would seem to me from what you have told us that your files would 
be perhaps more highly classified than the files of many of the others 
that are listed. 

Mr. Gray. I think it is fair to say that is true. 

Mr. Gary. So I think you should get together. 

Mr. Mrnsuatz. I think they could borrow one of the 11 guards 
from the Treasury. 

Mr. Anprews. Mr. Gray, how many guards are involved in your 
budget request ? 

Mr. Lay. One position. 

Mr. Anprews. But three men? 

Mr. Lay. Yes. It is part of a pool of GSA guards, I believe. 

Mr. Minsnaty. I thought you said one man was involved ? 

Mr. Lay. One position, but you have to have three people to cover 
it on Saturdays and Sundays. 

Mr. Anprews. We want to know how many people are involved and 
the cost of these people. 

Mr. Minsuwa tt. In this other situation were 11 people or 11 posi- 
tions involved ? 
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Mr. Gary. It involved 11 additional police, and that gave you ap- 


proximately 3 guards around the clock in a 24-hour period. But it 
was 11 positions, with provision for relieving one another at times. 
They were supposed to put on the 11 to get rid of the General Serv- 
ice Administration guards. I am trying to see that there is no dupli- 
cation. 

Mr. Ranaut. Off the record. 

(Discussion off the record.) 

Mr. MrnsHaux. Do you have a duty officer during Saturday and 
Sunday and holidays? 

Mr. Gray. Yes. 

Mr. Mrnsuatu. Is there any necessity for having a guard at the 
time you have a duty officer there ? 

Mr. Gray. Of course the guard keeps the door locked. There is a 
bell and he opens it when the bell rings, examines the pass, and signs 
people in and out. 

Mr. Minsuati. What is the duty of the duty officer? 

Mr. Gray. He is there for substantive purposes. 

Mr. Lay. You are talking about Saturday morning? 

Mr. Gray. Yes. 

Mr. Lay. There is a duty officer on Saturday morning, but on Sat- 
urday afternoon and Sunday and holidays there is no duty officer there. 

Mr. Gray. Duty officers are on call at home. 

Mr. MrinsHatt. I do not want to interfere with anyone’s golf game, 
but it seems they could have someone on as a daytime duty officer and 
hire the guard for nighttime duty. 

Mr. Gray. We will make a report on it. 

(Information subsequently submitted follows :) 


REpPporRT ON RELATION OF GUARD SERVICES FOR THE NATIONAL SECURITY COUNCIL 
OFFICES TO PROPOSED GUARD SERVICES FOR THE WHITE HOUSE OFFICES IN THE 
EXECUTIVE OFFICE BUILDING 


For a number of years the General Services Administration has provided 
general protective services to the Executive Office Building during off-duty hours. 
These services involve checking and controlling the entry and exit of individuals 
to the building. Because of the great volume of highly sensitive information 
provided to the NSC staff by member and participating agencies of the Council, 
it was decided several years ago that increased security should be provided 
those offices. Accordingly, one guard position was established in the NSC area 
to be operated during off-duty hours (nights, weekends, and holidays) and 
arrangements were made with the General Services Administration to detail 
personnel to operate this guard position in the NSC area. Because of the 
hours involved in operating this position, three guards are required to cover 
it adequately. In addition to the foregoing, arrangements were made for the 
guards so detailed to be especially cleared for security in advance of assignment 
to the NSC area and to be given additional indoctrination as to their duties, 
including frequent patrols, the checking of safes, the physical checking of all 
offices, restricting access to the NSC restricted area to properly cleared indi- 
viduals, ete. 

It is understood that the White House plan, approved by the committee, 
provides for extending to White House offices in the Executive Office Building 
the same type of security protection by the White House Police force that 
applies to similar staff offices in the East and West Wings of the White House. 
In this connection, it should be noted that the NSC staff, referred to in the 
above paragraph, is an agency within the Executive Office of the President 
which is entirely separate and distinet with respect to organization, responsi- 
bility, and function from the White House offices referred to in this paragraph. 
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Pursuant to the committee’s request, the foregoing situations have been re 
viewed in the light of the committee’s questions. This review reflects: 

1. There is not available sufficient contiguous space to accommodate both the 
White House and the NSC offices on one floor in the Executive Office Building. 
If an attempt were made to block off into a single secured area the offices now 
occupied by the White House and the NSC staffs on different floor levels, this 
would constitute a violation of fire regulations governing free access to all stair 
wells from any floor of the building. Accordingly, it is believed that the present 
arrangements constitute the optimum physical arrangements that can be ef- 
fected for these offices. In addition, it is believed that the optimum security 
will result from the application of these arrangements. 

2. Although there has been considered the alternative of closing off the 
entire building, providing appropriate full-time guard services therefor, it 
appears that such an arrangement would not be practical because (a@) opera- 
tional costs would be greatly increased, (b) a number of offices in the building 
have no pressing security need for such guard services, and (c) there would be 
a resulting restriction on free public access to the building which is considered 
necessary and desirable by some of the less sensitive offices in the building in 
order to conduct official business. 

3. It is not recommended that the guard services now performed for the NSC 
be integrated with and operated under the control of the White House Police 
because (a) it would expand the operations of the White House Police 
force beyond the White House offices to a separate Executive Office agency, 
which would appear to run counter to the spirit of the report of the Committee 
on Appropriations on the bill making appropriations for the Treasury Depart- 
ment for the fiscal year 1960, (b) it does not appear that any economies would 
be effected, and (c) the present arrangement which utilizes GSA guards has 
proved satisfactory to meet the particular requirements for security of the 
NSC area. 

The committee is hereby assured that the continuance of the NSC’s present 
guard force arrangements will in no way duplicate the security services en- 
visaged in the plan which calls for protecting the White House offices which are 
housed elsewhere in the Executive Office Building. 


ACTUAL NUMBER OF FULL-TIME PERSONNEL EMPLOYED DURING 
1958 AND 1959 


Mr. Lay. Mr. Chairman, may I, in order to clarify the question of 
permanent and reimbursable positions, submit for the record a list 
of the actual positions during the past 2 fiscal years ? 

(Information is as follows) : 


Actual number of full-time personnel employed during fiscal years 1958 and 1959 





Permanent | Reimbursa- Total 
employees ble details 
Fiscal year 1958: 
July 31, 1957__ 60 14 | 7 
Aug. 31, 1957_-. 60 | 13 | 73 
Sept. 30, 1957 2 13 | 75 
Oct. 31, 1957. -- 61 14 75 
Nov. 30, 1957_..---- 61 13 7 
Dec. 31, 1957 65 10 75 
Jan. 31, 1958 64 ll 7 
Feb. 28, 1958 64 | 11 | 75 
Mar. 31, 1958. _. : 64 10 | 74 
Apr. 30, 1958 : | 64 10 7¥ 
May 31, 1958_- 64 y 73 
June 30, 1958-- - - - - 64 | 9 73 
Fiscal year 1959: 
July 31, 1958. ...--- : | 63 | 9 | 72 
Aug. 31, 1958_- - ; ‘ 64 11 75 
Sept. 30, 1958 _ _. | 62 | 11 | 73 
et; Gi, 1008. ...-...-.. 62 li | 73 
Nov, 30, 1958. _. .-- . 61 13 7 
Dee. 31, 1958__- 61 | 13 7 
Jan. 31, 1950_ _ -- 62 12 74 
Feb, 28, 1959--_- 5 i | 62 | 12 | 7 
Mar. 31, 1959_ __ | 63 11 | 74 
Apr. 29, 1959- _- siecle —Mibbbbaedeheoonens 62 | 13 | 75 
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The committee is adjourned. 


Tuurspay, Aprit 30, 1959. 
CouNCIL Economic ADVISERS 
WITNESSES 


RAYMOND JOSEPH SAULNIER, CHAIRMAN 


KARL BRANDT, MEMBER 


COLLIS STOCKING, ADMINISTRATIVE OFFICER 


Program and financing 


1958 actual 


1959 esti- 


1960 esti- 


mate mate 
Program by activities: Economic analysis (total obligations) $348, 462 $395, 000 | $395, 000 
Financing: Unobligated balance no longer available. 26, 538 
New obligational authority 375, 000 395, 000 395, 000 
New obligational authority | } 
Appropriation $375, 000 $375, 000 $395, 000 


Proposed supplemental due to pay 


increases 


classification 


| 


1958 actual 


20, 000 


1959 estimate 1960 estimate 


Total number of permanent positions 31 31 31 
Full-time equivalent of all other positions __- 2 2 2 
Average number of all employees 4 29 32 | 32 
Number of employees at end of year 28 31 | 31 
Average GS grade and salary 6.3 $4, aa 6.4 $5,313 | 6.4 $5, 399 
Average salary of ungraded positions $11, 571 $13, 057 $13, 057 

| —| 

01 Personal services’ | 
Permanent positions ‘“ 5267, 261 $304, 400 | $304, 400 
Positions other than permanent aide 12, 690 14, 500 14, 500 
Other personal services ee 13, 948 | 9, 100 | 10, 100 
Total personal services ati 293, 899 328, 000 | 329, 000 
02 Travel 4, 125 11, 000 | 10, 000 
04 Communication services Ke 4, 599 5, 000 | 5, 000 
06 =Printing and reproduction . 10, 927 | 12, 000 | 12, 000 
07 Other contractual services 3, 312 1, 500 | 1, 500 
Services performed by other agencies 10, 900 | 13, 500 | 13, 500 
08 Supplies and materials 2, 008 2, 000 2, 000 
09 Equipment 4, 862 1, 500 | 1, 500 
11 Grants, subsidies, and contributions ‘ 13, 085 20, 000 | 20, 000 
15 ‘Taxes and assessments a 745 500 | 500 
Total obligations..._.......-- sc 348, 462 395, 000 395, 000 


ANDREWS. 


APPROPRIATIONS, 


AND ES 


The committee will come to order. 


STIMATES, 


1960 


We have this morning representatives of the Council of Economic 
Advisers to justify an appropiration request for 1960, $395,000. The 
appropriation for 1959 was $375,000. i caleen Dr. Saulnier, you had 
a deficiency of $20,000, giving you a total of $395, 000 for fiscal 1959: 


is that correct 2 


Mr. SAuLNIER. 


That is correct, Mr. Chairman. 
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Mr. Anprews. What is that $20,000 deficiency for 1959 for, and the 
$20,000 increase for 1960 ¢ 

Mr. Saunier. The supplemental request for $20,000 for the fiscal 
year 1959 has been made in order to cover the increased costs involved 
in the Federal Employees Salary Increase Act of 1958. 

Mr. Anprews. Wasn’t that $20,000 supplemental reduced to $18,000 
and passed by the House ? 

Mr. Sauunier. It is my understanding that $18,000 was passed by 
the House, sir. 

Mr. Anprews. Do you know what action the Senate took on it ? 

Mr. Savinier. It was $18,000, too. That would be $2,000 less than 
the amount that we had estimated would be necessary to cover those 
increased salaries. 

Mr. Anprews. So that your total appropriation for 1959 will be 
$393,000 ? 

Mr. Savtnirr. That is correct, sir. 

Mr. Anprews. All right. Now we will be glad to hear from you on 
your general statement. 

Mr. SAuLyier. My general statement, Mr. Chairman, has been set 
forth in a 2-page memorandum that has been submitted to the com- 
mittee. Ihave nothing to add to that statement. 

Mr. Anprews. We will be glad for you to read it at this time. 


GENERAL STATEMENT 


Mr. Saunier. The Council of Economic Advisers respectfully 
requests an appropriation of $395,000 for the fiscal year 1960. This 
is the same as the amount appropriated for the fisc ‘al year 1959, plus 
a supplemental request of $20,000 made necessary by the “F ederal 
Employees Salary Increase Act of 1958.” 

Mr. Anprews. At this point is it correct that the House and the 
Senate reduced that supplemental request from $20,000 to $18,000? 

Mr. Savutnter. It is my understanding that the House reduced it 
to $18,000. I am informed by Mr. Stocking, my administrative offi- 
cer, that the Senate placed it also at $18,000. 

Mr. Anprews. All right, proceed. 

The duties of the Council are set forth in the Employment Act of 
1946. They involve: (1) analyzing trends in the national economy 
and its various segments; (2) advising the President on major eco- 
nomic developments; (3) appraising the economic programs and 
policies of the Federal Government; (4) reviewing and recommend- 
ing policies for the Nation’s economic growth and stability; and (5) 
assisting in the preparation of economic reports of the President to 
the Congress. 

(1) Analyzing economic trends involves continuous attention to 
the behavior of production, employment and unemployment, income, 
trade, prices, and so forth. This requires, among other things, ex- 
tensive cooperation with other agencies of the Government, and with 
business, labor, and other private economic groups. 
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(2) Keeping the President posted on economic developments is 
likewise a continuous responsibility. The Chairman of the Council 
meets frequently with the President to advise him on significant eco- 
nomic events and to aid him in considering the economic consequen- 
ces of various policy measures. This advisory activity requires the 
preparation of statistical materials, the identification and analysis of 
favorable and unfavorable economic developments, and the syste- 
matic presentation of policy considerations. 

(3) Appraising the economic programs and policies of the Fed- 
eral Government requires that the Council directly, and through its 
staff, be in day-to-day touch with the other departments and agencies. 
Only in this way can the Council be fully effective in helping agencies 
work out their own programs and policies for promoting the stability 
and growth of our economy, and in advising the President as to the 
consistency of the numerous Federal economic programs 

(4) Reviewing and recommending policies for the Nation’s eco- 
nomic growth and stability is one of the basic responsibilities of the 
Council. This aspect of the Council’s work is strengthened by the 
assistance received from the Advisory Board on Economie Growth 
and Stability. This Board consists of policymaking officials of de- 
partments and agencies having responsibility for important economic 
programs. The chairman of the Council is also chairman of the 
Board. In its weekly meetings, the economic policies of the various 
departments and agencies are compared and coordinated. 

(5) Assisting in the preparation of economic reports of the Presi- 
dent to the Congress constitutes an exacting and time-consuming as- 
signment for the Council and its staff. An up-to-the-minute ap- 
praisal is made of the national economic scene, developments most sig- 
nificant for future trends are identified, general objectives of economic 
policy are set forth, and specific policies and programs are recom- 
mended. The performance of these functions involves detailed work 
with other Government agencies, and the sifting of advice from rep- 
resentatives of business, labor, agriculture, the economics profession, 
and State and local governments. 

The Council is assisted by a staff of 28 persons. Eleven of these 
are senior economists selected for their skill and judgment in objective 
analysis. Each senior staff member gives special attention to one or 
more areas of economic activity. He is responsible for eliciting the 
cooperation of Government agencies and of business, labor, and other 
private groups in analyzing and evaluating economic developments in 
his assigned areas. 

Mr. Anprews. Thank you, Doctor. 


JUSTIFICATION OF THE ESTIMATES 


We will place in the record following this general statement pages 
3, 4,5, and 6 of Mr. Saulnier’s statement. 
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(The information referred to is as follows :) 


Detail of budget request 
O01 Personal services: 
Permanent: 


GS eoencil mehbeoras <4 1). lsiccdcwuul. Diadaelns tain icin $60, 500 

I a a ae a FS 148, 745 

5 statisticians_______ a a ee 37, 520 

11 secretaries______ hte SI srk dae hes nls habe d pe darth ake 60, 400 

1 Meese ui cei hie bs er er ae 4, 065 

311, : 230 

Allowance for overtime _______-_____ aaa ; 8, 000 

Regular pay in excess of 52 weeks____________-__- 2, 100 

Total permanent (31)--._-.____-_ Wetip situate x 321, 330 

Temporary - Lie pide aiee ee — 2 eae 4, 500 
-*art-time: Consultants (equivalent to approxim: ately. 1-man 

SOGE) oe ee ; ears St Se ee das af ohed 10, 000 

eoer. ii lucclesene Dtab rela ie Encode ois mobs ; ; ‘ z 6, 830 

Total personal services__._-_--_-_-_- ‘ _ 329, 000 





OI tne Secon cecanee to artnet oe sees te aa ; 10, 000 
04 Communications (primarily telephone) - 5, 000 

36 Printing and reproduction ($11,000 for. 1 major economic “report 
of the President; $1,000 for other printing and reproduction) 12, 000 


07 Other contractual services: Services performed by other agencies : 
administrative services, special tabulations, security investiga- 


tions, health services, chart work, and automobile rental___- 15, 000 
08 Supplies and materials_____--~--- i tdkak bt. CRASEL LIC L hea epeh bs thee 2, 000 
09 Equipment____-_----- ice Stig j 1, 500 
11 Grants, subsidies and contributions. = 20, 000 
1. secee ena asseaments..... tc _....... : 500 
Total other objects PSucic LE See. a ‘ 66, 000 
I I ia ee 395, 000 


01 Personal serrices.—The estimate for personal services of $329.000 is to 
cover salaries of the Council Members and staff, adjusted in compliance with 
the ‘Federal Employees Salary Increase Act of 1958.” 

02 Travel——The estimate for travel is $10,000. It is expected that approxi 
mately $2,500 will be spent on travel by Council Members, and the remainder 
by the Council’s staff and consultants. 

04 Communications.—The major part of the $5,000 estimated for this purpose 
is for the rental of telephone equipment. The remainder is for long-distance 
telephone service, telephone operators, postage, and telegrams. 

06 Printing and reproduction.—The $12,000 requested will cover expenses 
for the printing of one major Economic Report of the President, and such sup- 
plementary reports as circumstances may indicate desirable. 

07% Other contractual services —The Council expects to spend $15,000 for 
services performed by other agencies. This will include $9,400 to be paid to 
the Bureau of the Budget for administrative services, $300 for health service, 
$1,200 for security investigations, $3,000 for chart work. $1,100 for automobile 
rental and miscellaneous repairs and services. 

08 Supplies and materials.—The estimate of $2.000 is based on past experi- 
ence of the Council and includes office supplies and materials, newspapers and 
periodicals, and the like. 

09 Equipment.—The estimate of $1,500 is also based on experience in pre- 
ceding years. 

11 Grants, subsidies, and contributions.—The estimate of $20,000 for the 
Government Retirement Fund is to match the payments to that fund made by 
employees of the Council. 
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15 Tares and assessments.—The estimate of $500 covers the Council’s con- 
tribution to the old-age and survivors’ insurance ,for employees not covered by 
Government retirement. 


STATUS OF OBLIGATIONS AND EXPENDITURES 


Mr. Anprews. What are your actual obligations through the most 
recent date available? 

Mr. Sauuntier. The total funds obligated through the third quarter 
of the fiscal year 1959 is $281,780. 

Mr. Anprews. How much of that do you expect to have unexpended 
or unobligated at the end of this fiscal year ? 

Mr. Saunier. This leaves an unobligated balance of $93,220 at 
the end of the third quarter of the fiscal year, and we would expect, sir, 
that a small part of that would be unexpended at the end of this fiscal 
year. 

Mr. Anprews. What was the unexpended balance at the end of the 
last fiscal year? 

Mr. Sautnrer. The unexpended balance at the end of the fiscal year 
1958 was $26,000. 

Mr. Anprews. Did that revert tothe Treasury ? 

Mr. Sautnier. That did,sir. That discrepancy between the amount 
of our appropriation and the amount of our actual expenditures repre- 
sents the fact that we had certain vacancies which we were unable to 
fill during that year, and thus our salary expenditures were lower than 
we had anticipated. 

NUMBER OF PERSON NEL 


Mr. Anprews. How many people do you have on your payroll at 
the present time? 

Mr. Saunier. At the present time we have 31 people on our payroll. 
However, we will shortly be adding a member to the Council of Eco- 
nomic Advisers. The action by the Senate has not as yet been taken, 
but we expect it to be taken today or tomorrow. He will be sworn in 
Monday or Tuesday of next week. 

Mr. ANprews. That will bring your total employment up to 32% 

Mr. Sauunier. That will bring our total employment to 32. That is 
correct, sir. 

ECONOMIC ADVISERS ON WHITE HOUSE STAFF 


Mr. Anprews. Does the White House staff presently have any eco- 
nomic advisers to the President? If so, how do they conflict or over- 
lap with your work ? 

Mr. Sautnier. The White House Office has two people with respon- 
sibilities in the economics field. I do not regard the duties of either of 
them as overlapping in any way with the activities of the Council. 
There is, first, Dr. Don Paarlberg, who is a Special Assistant to the 
President. His duties are in the general field of economic matters. 

There has recently been appointed on the White House office staff, W. 
Allen Wallis, who serves as Vice Chairman of the Cabinet Committee 
on Price Stability for Economic:Growth, and performs the general sec- 
retariat responsibilities for that committee, of which I am myself 
a member. 
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Mr. Anprews. What do those two economists do that is different 
from what you and your members do? 

Mr. Saunier. Neither of these people have any responsibilities, 
Mr. Chairman, for the duties which we have det ailed here in analyzing 
economic trends, in keeping the President posted generally on eco- 
nomic developments, in appraising broadly the economic policies and 
programs of the Government. 

Dr. Paarlber g has a wide range of responsibilities. They have to do 
more with day “to- day items of business that come before the White 
House Office, than with continuing economic analyses of the sort that 
are done by the Council with the help of its staff. 

Mr. Wallis’ responsibilities are exclusively with this Cabinet com- 
mittee, of which, as I say, I am myself a member. 

Mr. Anprews. How long have those two additional economists been 
in the White House Office? 

Mr. Savunier. From the beginning of President. Eisenhower’s ad- 
ministration there has been a Special Assistant to the President in this 
area, and before President Eisenhower, under President Truman, there 
was also, I believe, a person on the White House Office staff with 
responsibilities in this area. 

Mr. Anprews. How long has this second one been there ? 

Mr. Sauutnter. The second one, Mr. Wallis, came on to the White 
House Office staff about a month ago, March 18, to be exact. 


AUTHORITY FOR THE COUNCIL 


Mr. Anprews. What authorization in law is there for the amount of 
the anpront lation you are requesting for 19604 The code, section 
1023 (f), 15 U.S.C. only authorizes $345,000. Is there any additional 
authorization elsewhere? I —_ like to read this section of the code 
to you, section 1023(f),15 U.S 

To enable the Council to exercise its powers, functions, and duties under this 
chapter, there are authorized to be appropriated except for the salaries of the 
members and the salaries of officers and employees of the Council, such sums as 
may be necessary. For the salaries of the members and the salaries of officers 
and employees of the Council it was authorized to be appropriated not exceeding 
$345,000 in the aggregate for each fiscal year. 

Mr. Savurtntier. I would judge, sir, from that language, that that 
is a limitation on the amount to be appropriated for personal services. 
We are, as you know, in our budget request, requesting only $329,000 
for personal services. 

Mr. Anprews. Your interpretation of that limitation of $345.000 
is for personal services, and your request for personal services in 
this budget is 

Mr. Sautnter. $329,000. That is on page 3, sir. 





ANALYSIS OF UNEMPLOYMENT 


Mr. Anprews. What is your analysis of the continuing trend of 
high unemployment / 

Mr. Saunier. We follow the employment and unemployment. de- 
velopments very closely, of course. At the present time, as you know, 
unemployment is equal to 5.8 percent of our labor force. 

Mr. AnDREws. Do you consider that an unhealthy condition / 
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Mr. Sautnirr. The ratio is a good deal higher than I would like to 
see it. We at the Council have continuously watched this and ad- 
vocated policies which would help reduce unemployment. And I 
should like to point out that we have made great progress in this. 
Employment, on a seasonally corrected basis, has been increasing 
at the rate of more than 200,000 a month since last July. This is a 
very high rate of increase. As you will also recall, on an unadjusted 
basis, the total number of jobs increased by 1,100,000 between February 
and March of this year. This is a very substantial increase. 

Mr. Anprews. As of what date was that unemployment figure 
of 5.8 percent ¢ 

Mr. Sautnter. That is March, sir. That compares with a ratio of 
6.1 percent in February. 

Mr. Anprews. Was that the high point of unemployment ? 

Mr. Sauunier. Oh, no. 

Mr. AnpDrews. What was the high point of unemployment in re- 
cent years / 

Mr. Sautnier. In the late thirties unemployment was as high as 
nearly 20 percent. In 1939 we had over 9 million people unemploy ed. 
That was somewhere between 17 and 18 percent of the labor force. 

Now, in periods of economic recession, namely in 1948-49, 1953-54, 
and 1957-58, these unemployment ratios have risen to as high as 714 
percent. They reached nearly 8 percent in sane: They got up just 
a bit over 6 percent in 1954, and to around 714 percent in 1958. 

I am, of course, giving you my impressions ‘of this. My colleague, 
Dr. Brandt, can speak for himself on this if he wishes. I feel that 
we have made ve ry good progress from the recession level. My guess 
is that April will show a further substantial decline in unemployment, 
a substantial increase in employment, and a significant improvement 
in the unemployment ratio. 

Mr. Anprews. What is considered the normal percentage of un- 
employment? There is always some unemployment among the 
working people of America is there not? 

Mr. Sav tNiER. This is the point on which there are widely varying 
opinions. There was a 3 percent unemployment level that prevailed 
through the period leading up to 1958. Of course we had a war on; 
you must remember that. You must not forget that. We had an 
armed conflict in 1950, 1951, and in 1952. In that period we had an 
unemployment ratio of about 3 percent. 

Now, as I say, we went up to about 6 percent during the recession 
of 1953-54. Then we dropped back down in the recovery of 1955 to 
a bit over 4 percent and hugged that level in 1955, in 1956, and 1957. 

As a result, the 1957-58 recession started from about a 4 percent 
level. It went up, as I say, to about 714 percent. It is down now to 
5.8 percent. 

Mr. Gary. Would the chairman yield? 

Mr. Anprews. Yes. 

Mr. Gary. Do these figures include the unemployables? 

Mr. Sautyier. We have the following figures. We have an esti- 
mate of the number of people with jobs, ‘made by the Census Bureau. 
Then we have an estimate of the number of people who are not at 
work, but who are able to work and are seeking employment. 


40355—59—_—4 
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Mr. Gary. Then it does not include any unemployables, people 
who are not able to work ? 

Mr. Anprews. If you mean by that a person who is physically or 
mentally handicapped, or who is hospitalized or in some other manner 
unable to work 

Mr. Gary. That is what I mean. 

Mr. Saunier. It would not include them. 





ESTIMATED RECEIPTS AND EXPENDITURES 


Mr. Gary. That is what I was speaking of. 

Mr. Saulnier, the budget balance or the supposed balance of the 
budget for the next fiscal year is predicated upon certain estimated 
receipts. I take it that those receipts are predicated upon the eco- 
nomic outlook in the United States. 

Recently a joint Senate-House committee, I think it was the Joint 
Economic Committee issued a statement that the President’s estimate 
of receipts was an over-estimate and that the committee’s esimate of 
the receipts is from $1 billion to $3 billion less than the President’s. 
Have you any estimate on that at the present time? 

Mr. Saunier. Only the estimates, sir, that were submitted in the 
January budget, which estimates, as you have properly stated, were 
based on our January ideas as to how the economy would develop over 
the rest of this year, this calendar year, and into 1960. 

But we have seen no reason to alter the estimates which we made in 
January. Those estimates contemplated a recovery in the economy, 
and that recovery has proceeded pretty much along the lines that we 
expected. Indeed, I would say that it has gone a bit better. 

But the time, sir, for making a reappraisal of the revenue possibili- 
ties, and the budget outlook for the fiscal year 1960, will not come 
until August, until after the Congress has completed its work, which 
will determine the level of expenditures. Then we can match ex- 
penditures with projections of receipts and can see what sort of an 
outcome, fiscal outcome, can be expected. 

Mr. Gary. Of course I know that until we know what the expendi- 
tures are going to be it is impossible to know what the balance will be, 
if any. But the action of Congress in its expenditures might con- 
ceivably be predicated upon the amount of money available. At least 
one Congressman thinks we should give that some consideration. 

Mr. Sautnter. I should like to give that idea every support pos- 
sible, sir. 

Mr. Gary. I am just wondering if this budget estimate of receipts 
is still sound in your opinion. 

Mr. Sautnrer. In my opinion, it is still the best estimate that we 
can make. I think it is as close as one can come at this time. I am 
perfectly willing to stand on that. 

Mr. Gary. On the estimate submitted by the President ? 

Mr. Saunier. On the estimate submitted by the President. 

Mr. Gary. How are those estimates arrived at? 

Mr. Saunier. They are arrived at on the basis, first, of a care- 
ful analysis of how the economy is moving as of the end of the year. 
Then, on the basis of that, and such indications as you may have of 
how things are likely to move in the future, such, for example, as 
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the volume of new orders being received by business concerns, the 
amount of contracts being let for construction, the volume of secu- 
rity offerings coming into the securities markets, and so on; one can 
make some oe of what total business activity may be over 
the rest of the ye 

Now the thieg einai quantities that have to be estimated are, first, 
the gross national product, second, the amount of personal income 
which will be paid to individuals, which is, of course, related to gross 
national product, and finally, the amount of corporate profits. 

Having done the best one can at estimating these, one must then 
translate them into receipts for the Treasury, and that involves a 
further rather complex set of estimates. 

[ would be glad to go into those but that gets pretty detailed. 

When all is said and done, you have only an estimate. All you can 
say for it is that it is the best you can do on the basis of what 
you know about the past, about how things have worked in the past, 
and on what you guess will happen in the future. That is the esti- 
mating process. 

Different people looking at these facts will come to different con- 
clusions, sa there are f fairly wide margins within which it is quite 
permissible, professionally, for there to be differences of opinion. So 
when you are estimating a figure as large as $77 billion, it is no sur- 
prise that two analysts looking at this will come up with revenue esti- 
mates that are several hundred millions if not a billion dollars, per- 
haps a bit more, different from one another. 

I can say for the estimate that was put forward in the budget 
that is was done as carefully as we could do it, and that it is a thor- 
oughly conscientious appraisal of the revenue outlook. 

Mr. Anvrews. What assumptions were made as to unemployment 
in arriving at your estimate for revenue for next year ¢ 

Mr. Saunier. It was assumed that our economy would recover 
during the course of 1959, and that this would reflect itself in an 
appreciable expansion in the number of jobs. 

Mr. Anprews. And there would be a reduction of the percent of 
imemployment 

Mr. Sauunier. There would be a reduction, yes, sir. 

Mr. ANpREws. But an unemployment level of 5.8 percent prevailed 
in March of 1959? 

Mr. Sauunier. That is correct, sir. But let me say that unemploy- 
ment depends not just on how many people are employed, but also 
on how many people regard themselves as in the market and looking 
for a job, 

A housewife, for example, who decides that it might be a good idea 
to get a job, maybe she hasn’t had a job before but decides it would 
be a good idea to look for one, becomes a member of the labor eth 
Until she does get a job she is counted as unemployed. Now 
some fine morning she decides that it wasn’t such a good idea Sees ter 
all, she then disappears from the labor force and unemployment is 
down by one. 

Nothing has happened, however, to the volume of employment. 
And it is the volume of employment that makes income and makes 
receipts for the Treasury. 
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Mr. Anprews. Has the unemployment situation improved since 
you made your estimate for next year’s income? 

Mr. Sautnier. It has gone about the way w » anticipated it would 
go, sir. Those anticipations were incorporated in our estimate. 

Mr. Gary. As a matter of fact you estimated a very substantial 
increase of receipts over 1959 ? 

Mr. Sautnter. Oh, yes, very substantial, because over the fiscal 
year 1959 we had a recession and a very sharp decline in corporate 


profits. 
And when corporate profits fall by $1 the Federal Treasury loses 
52 cents. So the decline of profits, which was very sharp in this 


period, accounted for a very substantial part of the decline in Treas- 
ury receipts. 

Just let me cite those figures. They are very interesting ones. In 
the third quarter of 1957, which is the quarter in which the recession 
began, corporate profits before taxes were being earned at an annual 
rate of 44.2 billions a year. They dropped inside of 6 months to the 

rate of 31.7 billion. That is a drop of $1214 billion. 

In a full year, this would account for a drop of over $6 billion in 
Treasury revenue. 

Now, fortunately, things have turned around and in the fourth 
quarter of 1958 we estimate that corporate profits are being earned 
at the annual rate of $45.2 billion, which is higher than the third 
quarter 1957 rate. 

I expect that in the first quarter of 1959 they will go above that. 

This wide swing in corporate profits is a major factor accounting 
for the change in the Treasury position. 

I have just one more comment to illustrate better what I mean. 
Personal income paid out to individuals, the total agreegate incomes 
received by individuals in which we will count wages and salaries 
and also unemployment benefits—which, incidently, are not taxed 
fell during the recession by less than 1 percent. 

Corporate profits as we see here fell by nearly 30 percent. This 
means that the big blow to Treasury receipts comes from the corporate 
profit tax side. 


EFFECTS OF STEEL PRICES ON THE ECONOMY 


Mr. Gary. What effect will an increase in the price of steel have 
on the economy ? 

Mr. Savutnrer. An insurance in the price of steel would, of course, 
increase the cost of produc tion for a very wide range of commodities 
and for construction. So you could expect it to have an inflationary 
effect. diffused widely through the economy. And if an increase in 
the price of steel were to occur at this time because of a substantial 
increase in the wage rate paid in steel, a further inflationary effect 
might occur if the w age increase in steel were to set. a pattern that 
was followed elsewhere in the economy and caused price increases 
there. 

Mr. Gary. It would seem that in the past there has been some col- 
lusion between labor and management in the steel industry to grant 
whatever wage increases labor might: demand, and then to pass it 
on to the public with increased profits for the company added. 
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That, in my judgment, has caused the spiral of inflation to go up 
very materially in recent years. 

Mr. Sav LNIER. Congressman Gary, I would take exception to your 
statement in this one respect: I would not use the word “collusion,” 
but it is a fact that wage increases and price increases have followed 
one another, It is this spiral of upwardly moving costs and prices 
which, in my judgment, is our major economic problem today. 

Mr. Gary. Will you not grant that management has not fought 
those wage increases very vigorously, and that they have added to 
them additional profits ? 

Mr. Sautnrer. I would remind you that in recent months, in the 
last year or so, we have had protracted strikes in industry over just 
this question. 

Mr. Gary. Not in the steel industry ? 

Mr. Savutnter. No; not in the steel industry. But the steel industry 
has had a 3-year contract. There has been no occasion to negotiate 
there. But there have been negotiations and protracted strikes in the 
glass industry, in airlines, in the farm- equipment industry, and in a 
number of other industries, and some of them have been closed down 
for quite a long period. 

Mr. Gary. But there you were following a wage increase in the 
steel industry. They come in the wake, as you just stated, of an 
increase of that kind. 

Mr. Saunier. Increases in the price of steel have been a factor in 
increased costs, and thus the increase in prices of a good many goods. 

Mr. Gary. But increases in the wage scale in the steel industry have 
always been a factor, as you stated a few moments ago, in the increases 
in wages in these other industries. Isn’t that tr uel 

Mr. Sauunier. You are exactly right. 

Mr. Gary. My question is whether, when we had the last increase 
in the price of steel, the steel management was as vigorous as it might 
have been in opposing those increases ? 

You take exception to the word “collusion” and that might be a 
pretty strong word, but my thought was that management “did not 
oppose those increases too v igorously, but went along and added their 
profit to it because they were getting some gravy out of it also. And 
they passed the increase of wages and profits on to the public. 

If that situation continues we are bound to have more and more 
inflation in this country. 

Mr. Sautnier. I have just two observations on that. First, there 
was an extended steel strike in 1956. The industry was closed down 
for an extended period. A settlement was finally reached that in- 
volved a wage Increase; anda pr ice increase followed. If the industry 
thought there was any gravy in it for them oe: were disappointed. 
The rate of return on invested capital was lower in 1957 than in 1956 
and still lower in 1958. 

Mr. Anprews. Doctor, don’t you think that that’s partially due to 
the fact that they were pricing themselves out of business and their 
rate of production was way down ? 

Mr. Saunier. I have said elsewhere, Congressman Andrews, that 
I thought that the price increases which occurred in 1956 and 1957, and 
which in my judgment were brought about largely by the increases 
in employment costs which occurred in that period, did not help us 
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in the 1957-58 recession. Not only did they not help us, but it seems 
to me they were an obstacle to economic growth in that period. 

Mr. Gary. Is it not true that when the President asked for a vol- 
untary ceiling on wages and prices to stabilize industry, that the steel 
industry was the first one to break through and increase their prices 
and that they did so almost immediately after the President asked for 
that moratorium ¢ 

Mr. Sacunter. We are talking now about 1956. I would want to 
check back the record to compare that calendar of events before I 
answered that question. My recollection does not conform to yours 
on this. 

Mr. Gary. Iam not critical. Tam just trying to get the facts. My 
recollection of the facts is that the P resident asked for a moratoriwn 
on wage and price increases, so to speak, and stated that the best way to 
curb inflation was by voluntary action, and he even went so far as to 
say that if the people didn’t act voluntarily that it would probably 
be necessary for the Government to put on certain controls. 

Just a short time after that we had a ve ry substantial increase in the 
price of steel. I may be wrong in that and I am asking for informa- 
tion. 

Mr. Sauuntier. My recollection does not conform to that, but just 
let me say that what we are talking about here is not just a problem 
in steel. What we are talking about is a national ailment. 

Mr. Gary. I agree with that. But the reason I am dwelling on 
steel is because it looks as though we are facing another problem with 
steel immediately. Isn’t that true? 

Mr. Sautnter. It is the problem of today. We have just gone 
through negotiations in a number of other industries. There are 
others coming along. This is a continuous process. Look, if you 
will, at what has happened to the cost of construction of late. I hap- 
pened to be checking into this just recently. A look at the figures 
on the average hourly earnings of construction workers shows in 
the last 6 months of 1958, mind you, according to my recollection, 
they increased about 4 percent, 4 to 414 percent. This is hourly, not 
weekly earnings. And they were already high. 

Mr. Anprews. Haven’t we got a 25 percent building dollar today 
compared to the 1940 building dollar? 

Mr. Savuunier. We have a 25-cent dollar as compared with what 
year ¢ 

Mr. Anprews. 1940. 

Mr. Sacinier. I would be glad to give you a figure on what the 
building dollar is today. Twenty-five cents, I think, is a bit low. 
But I would be glad to supply that for the record. 


(Off the record. ) 
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(The information referred to is as follows:) 


An index of residential construction costs increased from 50.5 in 1940 to 135.7 
in March 1959, or 169 percent. On this basis, the 1940 residential dollar is equal 
to 37 cents today. 


Index 
Date _______| Value of 1940 
dollar 
1947-49= 100 1940=100 | 
1940 average. -_..---- . 50. 5 100. 0 $1. 00 
March 1959. ........- 135.7 268. 7 37 


Sources: E. H. Boeckh & Associates and U.s. Department of Commerce. 


Mr. Saunier. Continuing on the record, sir, in the last 6 months 
of 1958 average hourly earnings of construction workers went up, 
it is my rec ollection, 4 to 414 percent. The cost of building materials, 
which is also influenced by e employ ment costs and by other costs, went 
up, it is my recollection, somewhere around 2 percent. 

The cost of building, the construction cost of residences, went up in 
that 6-month period, again on the basis of my recollection, about 114 
percent. Now that is in 6 months. 

Mr. Gary. Mr. Saulnier, what effect would a prolonged steel strike 
have on our economy and on our estimated receipts for fiscal year 
1960 ¢ 

Mr. Sautnier. Well it would have a severe effect of course on 
people employed in the steel business. They will be out of work. 
Steel workers’ incomes will be reduced. This will have an effect of 
course on tax collections. 

Secondly, it will mean losses for the steel companies during the 
strike, and thus over the year as a whole lower profits for these com- 
panies than they would otherwise have, and less tax collections for 
the Federal Government. 

For the rest of the economy, the result will depend upon how long 
a strike lasts, if there is one. But a prolonged strike could have very 
serious effects on our economy. 

susiness concerns attempt to protect. themselves against this by 
building up inventories of steel. They have been doing that. This 
will carry them through a period of strike, if we have one. But if 
they get to the point where they begin to run out of particular shapes, 
they may have plenty of another kind of steel, but if you haven’t 
the particular shape or kind they need for a job, they are out of busi- 
ness until they get it. You know, it takes only a very small item to 
put a fellow down. 

So this can have serious effects on our economy. 

Mr. Gary. Are the shapes and sizes pretty well standardized now 
in the building industry ? 

Mr. Saunier. Yes, they are. They are much more standardized 
than they have been, but of course there is an endless variety of them. 
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Mr. Gary. I understand, but I meant for basic construction it is 
rather standardized, is it not? 

Mr. Saunier. Yes. 

Mr. Gary. I notice you are request ing $395,000 for fiscal year 1960? 

Mr. Sautnier. That is correct, sir. 

Mr. Gary. How does that compare with 1959? 


BUDGET INCREASE OVER 1960 


Mr. Sauunier. In 1959 we requested $375,000 in our regular appro- 
priation request. ‘Then, in order to cover the cost of the Government 
pay raises of last year we requested a supplemental of $20,000, bring- 
the total for the year to $395,000, which is the same as we are asking 
for this year. 

Mr. Gary. Then most of that increase over your original request of 
$375,000 is because of the statutory salary inc reases 

Mr. Savutnrier. That is correct, sir. It is entirely that. My ad- 
ministrative officer reminds me, and I shouldn’t need to be reminded 
of this, that the cost to the Council of that pay increase was about 
$26,000, and that we have absorbed part of it. 

Mr. Gary. You absorbed about $6,000 of it ? 

Mr. Sautnter. Yes. When I think, sir, of the work that the Coun- 
cil does and what it could do over and above what it is presently do- 
ing, I find myself in a somewhat apologetic mood about dag ‘bing pay 
increases in our budget. 

Mr. Gary. That is all, Mr. Chairman. 


REPORTS BY THE COUNCIL OF ECONOMIC ADVISERS 


Mr. Anprews. Now how often do you issue reports, Doctor ? 

Mr. Sautnter. As a Council, we issue only one report a year, which 
is our “housekeeping” report to the President. 

Mr. Anprews. What distribution is made of those reports? 

Mr. Savuunrer. That particular report, which as I say is strictly a 
“housekeeping” report of our own operations, goes to the President 
only. 

Then there is the Economic Report of the President in the prepara- 
tion of which we assist. That is made available to all Members of 
the Congress and is on sale for the public. The total distribution is 
about 30,000 copies. It sells for 75 cents a copy. ‘That suffices, I am 
sure, to cover the full cost of its printing. 

I would like to point out, sir, that we pay the cost of printing in 
the Council’s budget, but that the revenues from the sale of the 

Zconomic Report go into the General Treasury. 

Mr. Anprews. What does that amount to, do you know? 

Mr. Stocxina. The sale? 

Mr. Anprews. How much revenue do you get from the sale? 

Mr. Stockine. I would have to check that. 

Mr. Anprews. I wish you would and put that in the record. That 
offsets part of your appropriation. 

Mr. Sautnter. Jt does, sir. 
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(The information referred to is as follows:) 

The price of the 1958 Report was 65 cents. The Superintendent of Documents 
has sold 18,858 copies to the public. The price of the 1959 Report is 75 cents a 
copy. To date, 16,571 have been sold to the public. 

Mr Savunier. I would like to point out that we prepare every 
month this little document called Economic Indicators. It is pre- 
pared by the Council for the Joint Economic Committee of the Con- 
gress. It goes to every Member of the Congress and in addition 
there are some 8,000 paid subscribers among the public. The sub- 
scription price I regard as one of the outstanding bargains in this 
country. It is $2 a year. 

Mr. Anprews. I wish you would supply for the record the total 
amount of income that you furnish the Government by the sale of 
those reports and those monthly bulletins. 

Mr. Sacinier. We will do that. 

(The information referred to is as follows :) 

At the present time there are 8,200 subscribers to the “Economic Indicators” 
at $2 per year. 


Mr. Anprews. No further questions. The committee is adjourned. 
Wepnesbay, Aprin 29, 1959. 
AMERICAN BATTLE MONUMENTS COMMISSION 
WITNESSES 


MAJ. GEN. THOMAS NORTH, USA, SECRETARY 
HARVEY CONWAY, EXECUTIVE ASSISTANT 


SALARIES AND EXPENSES 


Program and financing 


1958 actual | 195° estimate! 1960 estimate 
Program by activities 
1. Departmental administration $73, 536 $92, 003 $92, 000 
2. World War I memorials and cemeteries 7 394, 664 365, 915 366, 000 
3. World War II memorials and cemeteries 752, 210 SOR, OS2 828 200 
4. Latin American memorials and cemeteries 7, 822 9, 000 8, 800 
Total obligations 1, 228, 232 1, 275, 000 1, 295, 000 
Financing: 
Unobligated balance no longer available 21, 768 
New obligational authority 1, 250, 000 1, 275, 000 1, 295, 000 
New obligational authority: 
Appropriation 1, 250, 000 1, 250, 000 1, 295, 00 
Proposed supplemental due to pay increases ; 25, 000 
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Object classification 


| 
| 1958 actual | 1959 estimate | 1960 estimate 


SN a — meant 
| 
| 


Total number of permanent positions arian + 423 | 27 438 
Full-time equivalent of all other positions. _ -- cal 13 | 21 | 26 
Average number of all employees. _- : : : 436 | 448 | 460 
Number of employees at end of year-_- Jedd 454 | 454 | 460 
Average GS grade and salary - - 7 5.4 $4,639) 5.4 $5,001 5.4 $5, 026 
Average salary of ungraded positions i ere $1, 497 | $1, 519 | $1, 490 
| = = i= = 

01 Personal services: | | 
Permanent positions. $743, 471 $805, 288 | $794, 811 
Positions other than permanent_. 20, 383 34, 850 36, 450 
Other personal services V1, 311 84, 938 99, 039 
Total personal services ; 855, 165 925, 076 930, 300 
02 Travel. - 48, 824 68, 038 | 70, 000 
03 Transportation of things : 10, 509 5, 000 | 6, 000 
04 Communication services 10, 873 9, 235 | 9, 800 
05 Rents and utility services. Re 37, 212 38, 775 41, 400 
06 Printing and reproduction ‘ } 593 5, 000 3, 900 
07 Other contractual services ‘ deigtod ‘ : 04, 549 78, 754 84, 800 
08 Supplies and materials_. ; é | 96,714 84, 468 85, 000 
09 Equipment Siete vf ; 41, 893 24, 334 25, 900 
11 Grants, subsidies, and contributions. ; 4 31, 900 36, 320 37, 900 
Total obligations___- hes ; 1, 228, 232 1, 275, 000 1, 295, 000 


CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Program and financing 


| 1958 actual | 1959 estimate | 1960 estimate 


Program by activities: 





1. Administration. ___.__- s se aan ahs < | $161, 589 $141, 873 $140, 914 

2. Construction: | 
(a) European theater : cael . ; 875, 352 970, 000 
(b) Mediterranean theater _ _- ot = 199, 825 49, 007 
(c) Pacific theater ‘ “ : ; 784, 700 33 1, 227, 376 
(d) United States J —_ 84, 393 528, 670 | 112, 703 
Total obligations A Si. ehhh ae eal 2. 105, 859 2, 500, 000 | 2, 500, 000 

Financing: 
Unobligated balance brought forward__- ae ; —6, 123, 512 — 5, 267, 653 — 2, 767, 653 
Unobligated balance carried forward eos 5, 267, 653 2, 767, 653 267, 653 
Appropriation (new obligational authority) __- a | 1, 250, 000 i 
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Object sen euarene 


| 
1958 actual | 1959 estimate | 1960 estimate 








Total number of permanent positions.........._.__- E } 61 | 42 | 26 
Full-time equivalent of all other positions 4 a 68 | 43 | 10 
Average number of all employees sacl 122 85 | 31 
Number of employees at end of year : - : 100 | 89 20 
Average GS grade and salary wtehe 2 ; --| 5.4 $4,639) 5.4 $5,001 | 5.4 $5, 026 
Average salary of ungraded | ositions __.. es $1, 497 | $1, 519 $1, 490 
01 Personal services: | 
Permanent positions. i ,; ; : $183, 856 $131, 155 $84, 754 
Positions other than permane nt ; 57, 436 34, 757 10, 442 
Other personal services 159, 848 160, 386 135, 656 
Total personal services ; 401, 140 326, 298 | 230, 852 
02 Travel 15, 166 8, 800 | 5, 000 
03 «Transportation of things sf 7, 539 $, 500 600 
04 Communication services 68 J oh ria vihal teenies 
05 Rents and utility services _. ; 607 ssid ainippaictinanl nbd accensaetanals 
06 Printing and reproduction 1, 188 750 550 
07 Other contractual services ~ 33, 588 | 15, 375 11, 455 
08 Supplies and materials ae akiedekel 9, 386 cites cece 
09 Equipment__-. ‘ : a 281 j..-- 
10 Lands and structures aia A 1, 629, 735 2, 129, 022 
11 Grants, subsidies, and contributions -- ; 7, 161 7, 375 
Total obligations a aa a i 2, 105, 859 2, 500, 000 | 


Anprews. The committee will come to order. 

We will now hear from General North, the Secretary of the Amer- 
ican Battle Monuments Commission. General, we will be glad to hear 
from you. 

JUSTIFICATION OF THE EsTIMATES 


General Norra. Mr. Chairman, on January 5 of this year we sent 
you our formal letter of justification for the appropriate provisions 
requested for fiscal year 1960. 

Mr. Anprews. We will put that in the record at this point. 

(The material referred to follows :) 


THE AMERICAN BattLeE MONUMENTS COMMISSION, 
Washington, D.C., January 5, 1959. 
The CHAIRMAN, 
Committee on Appropriations, Subcommittee on General Government Matters, 
House of Representatives. 

DeaR Mr. CHAIRMAN: The American Battle Monuments Commission submits 
the following data which it hopes will be helpful to your committee in its con- 
sideration of the Commission’s appropriations for fiscal year 1960. 


SALARIES AND EXPENSES 


Appropriated 1959, $1,275,000 ; recommended 1960, $1,295,000. 
A. This appropriation finances all costs of operation and maintenance of the 
American military cemeteries and memorials located in foreign countries and two 
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memorials erected by the Commission in the United States. 





Sixty-one installa- 


tions in 11 foreign countries and the United States are involved: 


1. Cemeteries 

(a) World Warl: 
Romagne, France ; 
Fere-en-Tardenois, France ______~— 
Thiaucourt, France- Aeon > 
Belleau, France_ 
Sey POR ce id 
Suresnes (Paris), France 
Brookwood, England 
Waregem, Belgium —- ose 


EL Oe 
1Includes 24 World War II dead. 


(b) World War II: 
Draguignan, France 
Epinal, France_ 
St. Avold, France 
St. James, France__-_ 
St. Laurent, France 
Cambridge, England 
Henri-Chapelle, Belgium 
Nenville-en-Condroz, Pelgium 
Hamm, Luxembourg 
Margraten, Holland 
Nettuno (Anzio), Italy 
Florence, Italy_—-— —— 
Carthage, Tunisia____ ai 
Ft. McKinley (Manila), Philippine 


TORR sce sei leg 
(c) Mexican War: Mexico City, Mexico 


2. Memorials. 


(a) World WarlI: (bd) 
Audenarde, Belgium 
Vierstraat, Belgium 
Waregem, Belgium (chapel) 
Brookwood, England (chapel) 
Belleau, France (chapel) 
Bellicourt, France 
sony, France (chapel) 
Brest, France 
Cantigny, France 
Chateau-Thierry, France 
Chaumont, France 
Fere-en-Tardenois, France (chapel) 
Montfauncon, France 
Montsee, France 
Romagne, France (chapel) 
Somme-Py, France 
Souilly, France 
Suresnes (Paris), France (chapel) (c) 
Thiaucourt, France (chapel) 
Tours, France 
Gibraltar 


Number of dead 
i 14, 245 

6, 012 
4, 152 
2, 288 
1, 837 
71,565 
re 168 
ara ails 7 368 


30, 9385 


S61 
5, 255 


~ eal. ; 10, 489 
sibinlee t, 410 


207 
3886 


2 5, O76 
el ; ; 8, 301 


(, S862 


aE aa 1, 402 


2 840 


Islands____. 17, 182 
93, 114 


é 1, 563 


World War IT: 

Draguignan, France 

Epinal, France 

St. Avold, France 

St. James, France 

St. Laurent, France 

Cambridge, England 

Henri-Chapelle, Belgium 

Neuville-en-Condroz, Belgium 

Hamm, Luxembourg 

Margraten, Holland 

Nettuno (Anzio), Italy 

Florence, Italy 

Carthage, Tunisia 

Ft. McKinley (Manila), 
Tslands 

New York, N.Y 

San Francisco, Calif. 

Spanish-American War: 

Cuba 


Philippine 


Santiago, 


B. These American military cemeteries and memorials represent an investment 


of more than $40 million by the United States. 


The cemetery sites have been 


earefully selected and magnificently developed; the memorials and instructive 
and decorative features have been thoughtfully conceived by outstanding Amer- 


ican architects and artists and have been skillfully executed. 


These peaceful 


cemeteries and impressive memorials constitute most appropriate commemoration 
of those American service men and women who have given their lives in the cause 
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of freedom, as well as of the achievements of the American Armed Forces. They 
are viewed each year by thousands of visitors, a great many of them Europeans 
and people from other continents. They make a highly important psychological 
contribution to the furtherance of our international ideals, recalling so vividly as 
they do that our countrymen have paid the price in lives as well as in treasure. 
Their standard of maintenance evokes unvaryingly favorable comment and ap- 
preciation of the high regard paid by our Government to the memory of those 
who died in the service of their country. 

C. Utilization of the funds provided in this appropriation is shown in the 
following comparative tables. 


Obligations by activity 
3 SMEG. CIeters 
Estimate, Estimate, | Increase (+) 
Activity 1959 1960 | or 
decrease (—) 





Departmental administration $92, 003 $92, 000 | —$3 
World WarlI ---- 365, 915 366, 000 +85 
World War IL cemeteries and memorials 808, O82 828, 200 +2, 118 
Latin-American cemeteries and memorials 7 9, 000 8, 800 — 200 

Total obligations 1, 275, 000 1, 295, 000 +20, 000 


Obligations by objects 


Estimate, Estimate, | Increase (+ 
Object classification 1959 1960 or 
decrease (— 





Number of permanent positions i js 427 438 | +11 
Full-time equivalent of all other positions | 21 26 | Le 
Number of employees, end of year : Seibomdtede 454 | 460 i”, 
Ol Personal services | $930, 300 +$5, 224 
02 Travel | 70, 000 +1. 962 
03 Transportation of things 6, 000 +1, 000 
04 Communication services ou dah seindé 9, 800 +565 
05 Rents and utility services__. a m “e é 41, 400 +2, 625 
06 Printing and reproduction iS 3, 900 —1,100 
07 Other contractual services ; : +6, 046 
08 Supplies and materials. .- j dda ates 84, 468 +532 
09 Equipment 4 — ae hide 24, 334 +1, 566 
11 Grants and contributions _— : ‘ 36, 320 +1, 580 

"TDotel ODO a sak nics ents ie aadeensaannae 1, 275, 000 1, 295, 000 +20, 000 


CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Appropriation 1959, 0: recommended 1960, 0. 

A. This no-year appropriation covers the cost of construction of the perma- 
nent World War IIL American military cemeteries in foreign countries and of 
memorials to commemorate the services of the American Armed Forces. The 
Comission believes that, except possibly for overhead in 1961, its unobligated bal- 
ance of funds heretofore appropriated under this heading will be sufficient to 
complete the present program. It is, therefore, requesting no appropriation for 
fiscal year 1960, but it expects in 1961 to request funds for an additional project 
contemplating the marking by small monuments of the more important of the 
many battlefields of the Pacific theater of operations, where at present only two 
memorials exist. The following restatement of the present project and a brief 
résumé of the status of construction may be of interest to the committee. 

1. The project 

Rhone American Military Cemetery and Memorial, Draguignan, France. 

Epinal American Military Cemetery and Memorial, Epinal, France. 

Lorraine American Military Cemetery and Memorial, St. Avold, France. 

Brittany American Military Cemetery and Memorial, St. James, France. 

Normandy American Military Cemetery and Memorial, St. Laurent, France. 

Cambridge American Military Cemetery and Memorial, Cambridge, England. 
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Henri-Chapelle American Military Cemetery .and Meniorial, Henri-Chapelle, 
Belgium. 

Ardennes American Military Cemetery and Memorial, Neuville-en-Condroz, 
Belgium. 

Luxembourg American Military Cemetery and Memorial, Hamm, Luxembourg. 

Netherlands American Military Cemetery and Memorial, Margraten, Holland. 

Sicily-Rome American Military Cemetery and Memorial, Nettuno, Italy. 

Florence American Military Cemetery and Memorial, Florence, Italy. 

North Africa American Military Cemetery and Memorial, Carthage, Tunisia. 

Manila American Military Cemetery and Memorial, Fort McKinley, Philippines. 

Memorial in National Memorial Cemetery of the Pacific, Honolulu, Hawaii. 

East Coast Memorial, New York, N.Y. 

West Coast Memorial, San Francisco, Calif. 

Reconstruction of World War I Memorial, Brest, France. 

Revision of World War I Memorial Chapel, Suresnes, France. 


2. Status of construction as of June 30, 1959 


Cambridge: Completed. 

Draguignan: Completed. 

Epinal: Completed. 

St. James: Completed. 

Carthage: Completed. 

Florence: Completed except for additional well and pump. 

Nettuno: Completed. 

Brest Memorial: Completed. 

Suresnes Chapel: Completed. 

West Coast Memorial: Completed. 

Henri-Chapelle: Fabric of memorial and most of landscaping completed. 
Maps and other works of art and miscellaneous details to be finished. 

Luxembourg: Fabric of memorial and most of landscaping completed. Maps 
and other works of art and miscellaneous details to be finished. 

Margraten: Fabric of memorial and most of landscaping completed. Maps 
and other works of art and miscellaneous details to be finished. 

Neuville: Fabric of memorial and most of landscaping completed. Maps and 
other works of art and miscellaneous details to be finished. This memorial is 
less advanced than the others. 

St. Avold: Fabric of memorial and most of landscaping completed. Maps and 
other works of art and miscellaneous details to be finished. 

Manila: Fabric of memorial and landscaping generally completed. Maps 
about one-third completed. Electric power distribution and miscellaneous details 
to be completed. 

Hawaii: This memorial is in two increments: the first the Gardens of the 
Missing, wherein will be inscribed the names and other data with respect to 
26,000 of the missing and unidentified dead of World War II and of the Korean 
campaign, and the second, the memorial proper. Construction of the gardens 
should be virtually completed, except for landscaping, in fiscal year 1959. It is 
hoped to call for bids for construction of the second increment before the close 
of fiscal year 1959, but it must be anticipated that the construction will carry into 
fiscal year 1962. 

Kast coast memorial: Unexpectedly high bids for construction delayed this 
memorial while plans were revised to bring costs within the allotment. Construc- 
tion contract was let in October 1958 and construction began in November. It 
is expected that the memorial will be completed by the end of fiscal year 1960. 

B. Photographs for next of kin: 1. This project, initiated at the suggestion of 
Members of the Congress, contemplates that next of kin of the dead interred in 
the World War II cemeteries in foreign countries will, upon request, be fur- 
nished a colored aerial photograph of the cemetery, with a smaller photograph 
superimposed in one corner showing the particular grave or, in the case of the 
missing, of the name inscribed upon a wall of the memorial. The color photo- 
graphs of the Cambridge, Draguignan, Epinal, St. James, St. Laurent, Margraten, 
Nettuno, and Carthage Cemeteries have been produced and all the graves and lists 
of missing in all cemeteries have been photographed. As of December 31, 1958, 
requests had been received from 3,242 next of kin and 1,469 photographs had been 
mailed. 

C. Utilization of construction funds available for fiscal years 1959 and 1960 is 
shown in the following schedules. 
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Obligations by activities 








| | 

| Estimate, Estimate, | Increase (+) 
Activity 1959 1960 or 
decrease (—) 


| 
terri 








ee 
I ns aa tiniinncmiubabamadinnmemaniaae $141, 873 | $140, 914 —$959 

Construction: | 
European theater_..............-.- BY nigh tlie htts 455,763 | 970, 000 | +514, 237 
Mediterranean theater__-_.-_- ireniaiaccsiapibligaidain dual adhediniiias 122, 773 49, 007 | —73, 766 
Pacific theater. .......-- peer ini . icine caine ‘ 1, 250, 921 | 1, 227, 376 | — 23, 545 
RIRIONee Gd nicks ks wnnosde ‘ nhhch demm whic 528, 670 | 112, 703 | —415, 967 
Total obligations. ____.__.- pe eet Ke Midna | 2,500,000 | —-2, 500, 000 | 0 

' 
Geyer by ones cts 

| | 

Estimate, Estimate, | Increase (+) 
Object classification 1959 | 1960 or 


decrease (—) 


| 
Number of permanent positions. -..- ‘ : ‘ 42 26 











| —16 
Full-time equivalent of all other positions... 4 Lee! 43 | 10 —33 
Number of employees at end of year- - --- 80 | 20 | —60 
— —= {== — = = = SO ——————— — 
01 Personal services-..----- , $326, 298 | $230, 852 — $95, 446 
02 Travel 8, 800 5, 000 | —3, 800 
03 Transportation of things | 4,500 | 600 | —3, 900 

06 Printing and reproduction. - 750 | 550 | —! 
07 Other contractual services _-- : | 15, 375 | 11,455 | —3, 920 
08 Supplies and materials_. : baw i sal 7, 880 | 0 | —7, 880 
10 Lands and structures. - | 2, 129, 022 | 2, 247, 908 +118, 886 
11 Grants and contributions 7, 375 3, 635 | —3. 740 
Total obligations -... : | 4 500, 000 2, 500, 000 | 0 

Faithfully yours, 
THOMAS NorTH, 
Major General, U.S. Army, 
Secretary. 


GFENERAL STATEMENT 


General Norru. As you will recall, the American Battle Monu- 
ments Commission functions under two different appropriations, one 
of them being for construction purposes, and those appropriations 
are available until expended. The other appropriation is for annual 
salaries and expenses, that is to say, the maintenance of our completed 
work. 

I would like to recall that under the World War I program we are 
maintaining in Europe 8 cemeteries, each with its memorial chapel; 
and 11 memorials outside of the cemeteries; and under the World War 
II program we have built or are building 14 cemeteries around the 
world. 

We have enlarged and dedicated the World War I chapel 
Suresnes, and we are now building a memorial inside the Army-op- 
erated cemetery at Honolulu. In addition, we have completed a monu- 
ment in the Presidio of San Francisco commemorating 412 Americans 

who started for the wars across the Pacific but were lost before they 
got there; and we have started in Battery Park, New York City, an- 
other memorial to commemorate the 4,596 Americans who started 
across the Atlantic and never reached their destination. 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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General Norru. Of the World War II cemeteries and memorials 
which we have started we contemplate that all have been completed 
or will be completed by the middle of 1960. We are asking for no 
construction funds this year because, as I say, our funds have been 
made available until expended. 


UNOBLIGATED BALANCE IN CONSTRUCTION FUND 


Mr. Anprews. How much do you have in the construction fund, 
General, at the present time ? 

General Norrn. It is roughly $35 million, sir. I might say that last 
year I reported to you that our original program visualized the ex 
penditure of some $39 million including overhead. Last year I esti- 
mated that it would be appreciably less than that, and again we have 
cut it. 

I find now that our estimated construction costs including the 
Hawaii memorial and the west coast memorial and the east coast 
memorial, which we had not originally contemplated, run to $31,133, 
808 plus our overhead over the years which, off the cuff, I would say 
has not yet reached $4 million. 

Mr. Anprews. What is the unobligated balance in the construc 
tion fund ? 

Mr. Conway. As of December 31, 1958, the unobligated balance 
was $4,238,664. 

Mr. Anprews. And you think that will be sufficient to complete the 
construction program ? 

General Norrn. Yes, sir. 

For the “Salaries and expenses” appropriation item we are asking 
for a slight increase as we pass from construction to maintenance 
status. We have dr astically reduced our construction forces overseas 
and are slightly increasing our oversea maintenance forces. 


PERMANENT POSITIONS 


Mr. Anprews. I note that you want 438 permanent positions for 
1960. Will that be about the maximum number that you expect to 
have for your maintenance program ? 

General Norru. Last year, sir, Colonel Shaw testified, I believe, 
that the figure would run about 450 permanently. 

Mr. Anprews. Are all your cemeteries manned at this time? Do 
you have maintenance people at all of them ? 

General Norru. Oh, yes, sir, all of them. 


VISITORS 


Mr. Anprews. What about visitors? How many visitors do you 
have ? 

General Norra. We do not keep records of them. We have 
counted them from time to time and it varies with the site. For 
instance, at Margraten in Holland they are running 1,000 a day on 
occasion. And I would like to comment at this point that to illustrate 
why we are never finished, at three of our translantic cemeteries we 
are now increasing our parking space because that which we had 
contemplated originally has proven inadequate. The local people 
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are finding these cemeteries and memorials more and more of inter- 
est, and the psychological impact of these cemeteries and memorials 
is of importance, we believe, and more and more Americans also are 
going to them. 

We have in our records somewhere, I believe, some record of the 
number of visitors but we do not keep an accurate tab. 


HEADQUARTERS EMPLOYEES 


Mr. Anprews. How many of your employees are located at head- 
quarters in administrative type jobs as compared to those in the field 
at cemetery and memorial sites ? 

General Norru. By “headquarters” do you mean in Washington or 
overseas as well ? 

Mr. Anprews. All headquarters. 

Mr. Conway. Around 80, 

Mr. Anprews. How many offices do you maintain ? 

General Norru. We maintain an office in Washington, in Paris, 
in Rome, and an office at the cemeteries at Manila and Hawaii. 


HOME LEAVE 


Mr. Anprews. How does your actual experience with reference to 
home leave compare with the estimates you gave us in the hearings 
last year Q 

Mr. Conway. I do not have the exact figures. Except for one or 
two cases all the home leave we had planned for was taken. 

Mr. Anprews. That comes under the item of “Travel” ? 

Mr. Conway. Yes. 

Mr. Anprews. I notice you are asking for an increase of $1,962 
in that item for 1960 over 1959, the total requested for 1960 being 
$70,000. 

Mr. Conway. That, again, is based on an actual survey of the peo- 
ple who are entitled to home leave and who expect to take it. 

Mr. Anprews. Do you have the same rules with reference to home 
leave as all the other agencies? 

Mr. Conway. In our agency they have to serve 3 years. Other 
agencies have a shorter period of time. 


TRAVEL WITH REFERENCE TO CONSTRUCTION PROGRAM 


Mr. Anprews. Will all the travel and administrative activity with 
reference to the construction program be completed during fiscal year 
1959? 

General Norrn. No, sir, not altogether, because our memorial in 
Hawaii will not be completed. I would say pretty nearly. Our request 
for travel funds this year is relatively smail. 


DEDICATIONS 


Mr. Anprews. When do you expect to dedicate the memorial in 
Hawaii? 

General Norru. I would make a rough estimate in 1961 sometime. 

Mr. Anprews. Have you dedicated all the others ? 
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General Norru. No, and if I may at this point I would like to make 
a new request. 

Last week three members of this Commission—that. is to say, the 
Vice Chairman, Admiral Kinkaid, former Senator Potter, ‘nm Mr. 
Leslie Biffle—and I called on the President, and the Commissioners 
informed him that the seven remaining transatlantic cemeteries with 
one additional memorial being rebuilt at Brest that was destroyed dur- 
ing the war, all will be ready for dedication in the summer of 1960. 
One cemetery, at Manila, with its memorial, and also the west coast 
memorial in the Presidio at San Francisco will be ready for dedica- 
tion in the fall of 1960. The west coast memorial is actually com- 
pleted 

Under the President’s instruction, the Bureau of the Budget notified 
this Commission last November that no provision was made in the 
budget for 1960 for dedications, which should be deferred until fiscal 
1961. However, our Commissioners strongly believe that the transat 
lantic dedications Ore be held not later than July 1960, the begin- 
ning of fiscal year 1961, for several reasons. 

The memorials will then be completed ; it will be 15 years since the 
end of the war; relatives are pressing the Commission for the dates of 
dedication; and a lighting fixture has been presented by the a pe 
of Holland for the memorial at Margraten, and is being installed : 
this moment. 





ALLOTMENT OF UNEXPENDED CONSTRUCTION FUNDS TO 
EXPENSES FOR DEDICATIONS 


For these reasons the Commission asked the President’s approval 
of a propos: al that of the unexpended construction funds already voted 
by the Congress to the Commission, $160,000 be allotted to expenses 
for dedications. 

The President so instructed the Bureau of the Budget, and T should 
like to submit to your committee today the language which the Bureau 
of the Budget proposes to accomplish that objective, feeling or hoping, 
perhaps, as we do, that this would not be considered new legislation. 
It will require no additional funds to be voted for the purpose. The 
funds are available. 

Mr. Anprews. And those funds will be needed in July 1960? 

General Norrn. Actually, ves, but if we are going through with this 
program we must have the certainty of having the money before then 
because people have to make their travel reservations ahead of time, 
we have to make our plans and contracts for speakers’ stands and so on, 
so we were hoping, if you approve and the Congress approves, that we 
have your permission in the fall. 

Mr. Shee. Are you requesting us to put the language in this bill? 

General Norru. Yes, sir, please. 

(The language referred to follows :) 


AMERICAN BATTLE MONUMENTS COMMISSION 
CONSTRUCTION OF MEMORIALS AND CEMETERIES 


Not to exceed $160,000 of funds heretofore appropriated under this head shall 
be available for necessary expenses of appropriate dedications of World War I 
and II memorials, erected under the authority of the act of July 25, 1956 (36 
U.S.C. 123), including travel and such other purposes as the Commission may 
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deem necessary and proper, and such amount may be expended without regard 
to the provisions of other laws or regulations relating to the expenditure of 
public funds (except that this exemption shall not be construed as waiving the 
requirement for the submission of accounts and vouchers to the General Account- 
ing Office for audit) : Prov ided, That, when in the discretion of the head of any 
other Government agency it would be in the public interest, personnel, services, 
supplies, equipment, and facilities of such agency may be furnished without 
reimbursement to the Commission for the purposes of these dedications. 

During the current fiscal year, not to exceed [$10,000] $5,000 of funds 
heretofore appropriated under this head shall be available for travel expenses 
(other than in connection with dedications of memorials). 

Mr. Anprews. How much of this $4 million-plus do you expect to 
have left when your construction program is entirely completed ¢ 

General Norrn. I would not want to make an off-the-cuif guess. 
We know we will have some left. 

Mr. ANprEws. Do you know you will have this $160,000? 

General Norru. Yes. As one example of our effecting economies, 
today I threw out some bids because I considered them excessive. 
That lengthens the time for the work, but I think I can safely assure 
you that there will be a balance by the time we finish all of it. 

Mr. ANprews. I have said before I think you have operated your 
shop better than any Government official I have come in contact with. 
You are one of the few men I know of who started out doing a big 
job and will wind up doing it for less than you first estimated you 
would do it for, and all the time you have been working you have 
been doing it in a period of increased costs. 

Are the finishing touches you told us about during the hearings 
last year entirely a matter of artistic taste or do they improve con- 
struction ? 

General Norru. At this time the fabric is completed at all memo- 
rials except Hawaii and the east coast memorial, both new projects. 
The remainder of the work, the finishing touches, will take longer. 

Mr. Gary. Will the gentleman yield ? 

Mr. Anprews. Yes. 

Mr. Gary. I thought Hawaii was an Army cemetery ? 

General Norru. Yes. The cemetery at Hawaii is an open cemeter Vy 
where burials still go on. It required special legislation to permit 
this Commission to construct the memorial at Hawaii cemetery, the 
reason being that at Hawaii are buried many thousands of W ‘orld 
War IT servicemen and also many from Korea, and there was pressure 
upon this Commission to give to those dead the same commemoration 
as is given in the other overseas cemeteries. 

Mr. Gary. But you have nothing to do with the cemetery ? 

General Norrn. No; when the memorial is completed it is contem- 
plated we will transfer it to the Army for maintenance. 

Mr. Anprews. Do you expect to ask more money for construction 
work on monuments ? 

General Norrn. It is possible, for this reason: The original program 
of this Commission contemplated that which T have already described, 
plus the commemoration of certain famous places in a manner which 
would not be elaborate, as for example, Guadalcanal, Okinawa, and 
places of that kind, where our Commission had contemplated a rela- 
tively simple memorial which would require little maintenance and 
which would not be susceptible to vandalism ; these are under consider- 
ation, but would be of relatively low cost. 
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MANILA CEMETERY 


Mr. Gary. What is the status of the cemetery at Manila? 

General Norru. The cemetery is completed, the fabric of the memo- 
rial is virtually completed. They are putting on the final stones and 
we have started sending the historical maps which are of brilliantly 
colored masonry. 

Mr. Gary. That is the Commission’s cemetery ? 

General Nortu. Yes. 

Mr. Gary. Do you maintain it ? 

General Nortu. Yes. 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Mr. Anprews. In the appropriation for construction of memorials 
and cemeteries, what is meant by the statement that there may be pos- 
sibly a requirement for overhead costs in 1961 in excess of the un- 
obligated balance of funds available ? 

General Norru. We were being careful there, sir. I do not want 
to come back for more money unless I have to. 

Mr. Anprews. What specific monuments are considered for con- 
struction in 1961 ? 

General Nortu. During fiscal year 1961 we shall be finishing off 
Manila and we shall be working on Hawaii. The remainder of them 
will be completed except, as I say, for the external finishing touches. 

Mr. Anprews. Have you any remaining contract authority to be 
liquidated ? 

Mr. Conway. Let me see if I understand what you mean, sir. Con- 
tract authority that Congress gave to us for which money has yet to 
be appropriated ? 

Mr. Anprews. That is right. 

Mr. Conway. No, we have none. 


CONTRIBUTIONS BY OTHER AGENCIES 


Mr. Anprews. What other agencies contribute services or supplies 
or anything else to the American Battle Monuments Commission pro- 
gram ? 

General Nortn. The military services contribute personnel against 
reimbursement by this Commission; also on the occasion of the last 
dedication they contributed personnel and services and we contemplate 
for the next dedication to ask the military to contribute personnel 
and equipment. In 1956 our six dedications cost the military services 
$29,000 for use of aircraft and so forth. 

Mr. Anprews. Does that come out of this item for personal services ? 

General Norru. No,sir. It was not reimbursed. 

Mr. Anvrews. To what extent are the above services provided on 
a reimbursable basis and to what extent are they provided free of 
charge? 

General Norru. As I have testified, we reimburse the military serv- 
ices for all the personnel whom they send us for our normal staff, 
and as far as I know no services are furnished to us without reim- 
bursement except our office space in Washington. 

Mr. Anprews. Where is your office in Washington ? 

General Nortu. In the Navy Building. 
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PICTURES AND PAMPHLETS FOR NEXT OF KIN 


Mr. Anprews. When and how are pictures and pamphlets of ceme- 
teries made available to the next of kin? And I wish you would tell 
us how that program has progressed. 

General Nort. We have taken the liberty of calling it the Andrews 
project in our records because it started in this committee. 

We have to date received requesis for 3,754 pictures, many of them 
for cemeteries which are to be photographed this year. We have 
furnished 2,102. 

I have brought with me a sample of each of those pictures as we 
have furnished them. One is an airphoto of a cemetery with a head- 
stone with the wreath we placed in front of it, and another has a 
photograph of the wall of the missing on which the man’s name is 
recorded. When we send the one with the headstone we mark on the 
airphoto the location of the grave. With each picture we send a 
pamphlet describing the cemetery if a pamphlet has been printed. 
We have not pr inted some of them, nor have we photographed from the 
air six of the cemeteries because of construction not being completed. 

[ would like to mention at this time this file of letters of thanks from 
relatives who, without any solicitation on our part, have written 
expressing their gratitude for the photographs which have been sent 
them, and it is truly heartwarming and enc ouraging to us. 

We are going to photograph the remaining six cemeteries in the 
next month or so and then we shall get the colored photographs made, 
so I contemplate that by early this fall we shall be able to send photo- 
graphs of every cemetery to the next of kin who ask for them. 

We have already photographed every headstone and wall of the 
missing. 

Mr. Anprews. So you think the program has been well received by 
the next of kin ? 

General Norrn. It has been. “Well” is an understatement, sir, and 
I wish that more people knew about it. 

We have no way ourselves of broadcasting this, and I believe you, 
yourself, mentioned it in the House once. I know no w ay of publiciz- 
ing it. 

T am giving a talk next week before some Gold Star Mothers in 
New York and again I shall mention it to them. 

Mr. Anprews. I predict that just as soon as the parents or loved 
ones of those who are buried in these cemeteries learn about these 
photographs they will certainly make a request. 

As you say, this picture becomes one of the prized possessions in the 
home these young men left. 

How do you meet the costs of providing these photographs for the 
next of kin? 

General Norru. ‘Two years ago on the initiative of one of the Sen- 
ators, $50,000 additional was voted to us for the purpose. It did not 
cost us all of that for the work which we have done, and we are just 
now paying costs out of our normal appropriation and shall continue 
to do so unless it becomes really burdensome. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 


s cmon es rete 


mo2ete 











68 


Mr. Anprews. General, I wish that you would place in the record, 
without disclosing the names, a few of the letters you have received 
commenting on the photograph program. 

General Norrn. Yes, sir. 

(The information requested follows :) 

Marcu 4, 1959. 
THE AMERICAN BATTLE MONUMENTS CoMMISSION, 
Washington, D.C. 

Dear Str: Recently I received a colored lithograph of the Rhone American 
Cemetery, and a gravesite photograph of my husband’s headstone. 

I wish to thank you from the bottom of my heart. It was a wonderful thing 
for the American Congress to provide the authority of such a gift to those who 
have loved ones buried in foreign lands. 

The Rhone Cemetery and Memorial is very beautiful. My husband was 
proud to serve his country and would be proud of the distinction of resting 
in such a sacred cemetery. 

My sincerest thanks and deepest gratitude to you for your kindness, and gift. 

Sincerely, 


MARCH 13, 1959. 
Dear Sir: I received the pretty picture you have send me. I was so glad that 
I have show it to every one I know and they said it is a real pretty picture which 
I will keep forever. And thank you very much for sending it and it sure thing 
for waiting for I sure love it with I have tear in my eyes then I open it to sea 
the picture of my husband grave. Thank you. 





SEPTEMBER 8, 1958. 

DEAR COLONEL WALKER: This 1s a short note to thank you and the ladies and 
gentlemen on the Monuments Commission. 

The lithograph, and the photograph of my deceased son was a wonderful, and 
a great relief, not only to me, but my husband and son, to know that my son 
is resting in such a beautiful, and well-cared-for cemetery. 

Words cannot express our thanks to you, the Commission, and the Congress of 
the United States. 

Respectfully yours, 


Marcu 10, 1959. 
Wrwiam A. WALKER, 
Colonel, Artillery, Administrative Officer, The American Battle Monuments 
Commission, Washington, D.C. 

DEAR Sir: Mr. - — and I are most grateful for the colored lithograph of 
the American military cemetery in Margraten, Holland. We also appreciate the 
photograph of our son’s grave and the beautiful cross. 

We are also fortunate in that a Dutch family whom we have never seen take 
care of his grave. They send us a snapshot from time to time and tell us about 
Memorial Day at Margraten. 

You have made us happy and we do thank you. 

Most sincerely, 


OCTOBER 8, 1958. 
THE AMERICAN BATTLE MONUMENTS COMMISSION, 
Washington, D.C. 

GENTLEMEN: This will acknowledge receipt of the colored lithograph of the 
American Military Cemetery in Cambridge, England; including a photograph of 
our son’s grave. 

Mrs. ——— and I are deeply grateful to the Commission. Please accept our 
sincere thanks and our commendation for the service which you are performing 
for the people of this country. 

Despite the fact that the news nowadays features the so-called shortcomings 
of the various departments of our Government, I do not think that anyone can 
take exception to the management and functioning of your Commission. 

Let me repeat—we are both deeply grateful. 

Very sincerely yours, 
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OcToBER 27, 1958. 
THE AMERICAN BATTLE MONUMENTS COMMISSION, 
Washington, D.C. 
(Attention: Colonel William A. Walker, Administrative Officer) 

GENTLEMEN: This is a belated answer to yours of August 11 due to my long 
absence from home. On my return was the Commission’s beautiful lithograph 
of the American Military Cemetery in Nettuno, Italy, and containing photograph 
of the memorial wall containing the name of my son, missing in action. 

It is with most grateful thanks to your very efficient Battle Monuments Com- 
mission and, I am sure, its efficient personnel for this wonderfully warm and kind 
remembrance for a Gold Star Mother. 


My heartaches have been many over the years and your efficient Commission 
will never know what great comfort this battle monuments record has now brought 
to me, 


What a wonderful program to see our Government participate in. And then 
to see the smooth efficiency from your initial letter to the final delivery of this 


memorial recording gives me great encouragement to see remarkable efficiency 
in an agency of the Congress when we see so much inefficiency nowadays in 
Government, 


I am taking the liberty of forwarding a copy of this letter to my Congressman 
because I feel he should know how one of his constituents feels about the Battle 
Monuments Commission, 


From the bottom of my heart I thank you. Your recording is now framed and 
a conspicuous part of my home. 


Very sincerely yours, 


Mr. ANpREws. You mentioned Guadalcanal a few minutes ago. 
Is there a cemetery of any kind on Guadalcanal ? 

General Nortu. No, sir. 

Mr. Anprews. Are any of our troops buried there? 

General Norru. No, sir. 

If I may recapitulate a little bit, I would like to speak of Okinawa. 

There we have a huge military base where there are thousands of 
American soldiers, and we have been repeatedly asked by the officials 
there to build a monument to teach the youngsters of the garrison 
what it cost to win that island. 

That seems to this Commission a quite logical thing to do, both here 
and at other places which cost many American lives, places which 
are not otherwise commemorated. 

Iwo Jima would be another one; Guadalcanal, Tarawa. Those 
are places that were in the newspapers during the war. To complete 
the commemoration of the achievements and the dead of World War 
II, the Commission has built a memorial in the Presidio of San Fran- 
cisco and is building one in Battery Park, New York. The monument 
in the Presidio has just been completed. It commemorates 412 Amer- 
icans who started for the war across the Pacific but never reached 
their destination. That is to say, they were lost or buried at sea in 
the coastal waters of North or South America. 

That memorial recalls the name, the rank, the organization, and 
the State of each of these missing men. It overlooks the Golden 
Gate in the Presidio. 

Mr. Sueniey. Yes, sir. I have visited the site. It is completed 
as of now. 

General Nortu. Yes, sir. 

Mr. Sueiiey. I saw the site last fall. 

When is it going to be dedicated ? 

General Norru. We are hoping it can be dedicated in the fall of 
1960. 


es (mens eA 











70 


In today’s hearing I am submitting a request approved by the 
. Bureau of the Budget that part of this Commission’s unexpended but 
available funds be made available for dedication purposes. 

Mr. Anprews. General, I want to say again that I think you have 
done a grand job with this Commission and I have no further ques- 
tions. 

Mr. Snetixy. Mr, Chairman, I have some questions. 

May I preface my questions by some remarks first : 


CORREGIDOR-BATAAN MEMORIAL 


General, last fall I made a 2-month trip to the Far East and 
spent about 11 or 12 days in Manila. It happens that in my lifetime 
that is about my 20th time out in that area of the world and while 
here I heard a great deal of comment from both American residents 
in the Philippines and from the people in the Philippine Government 
on the proposed erection of a memorial park on Corregidor. 

If my recollection is correct, up to this time we have appropriated 
no money specifically for that ¢ 

General Norru. That has nothing to do with this Commission. 

Mr. Sueviey. That is special ? 

General Norrn. Yes, sir. 

Mr. Sueriey. However, that has been before our committee and 
there was a discussion 2 years ago about it, or maybe it was a year ago. 

Mr. Anprews. Has there ever been any legislation authorizing the 
construction of that memorial? 

General Norrnu. I do not know, sir, but we have nothing to do with 
that. 

Mr. Suetiey. I have not checked into it, Mr. Chairman, but I have 
been advised that there was a bill put through in 1950 or 1951, some- 
where around there, that authorized the Commission. There has been 
no request for appropriations. 

My point in mentioning it is that I do not know what thoughts other 
people have on this subjec t, but I have a very, very definite and firmly 
formed opinion on it. 

One day I left at 8 o’clock in the morning from the Embassy dock 
in Manila, in the Admiral’s barge, returning to Manila about 6 o’clock 
that evening. 

I traveled all over Corregidor to the extent it is penetrable through 
the jungle that has been allowed to take over. I think the construe- 
tion of the proposed memorial is ridiculous and it would be a complete 
waste of money. It 1s inaccessible. There is no immediate transpor- 
tation to it except a ferry from the Batanga side about once a week. 

I do not know who would see it. The whole island is in a mess. 

The old headquarters building and the barracks are just shells. It 
would be a menace to life and limb because there are all sorts of live 
500-pound aerial bombs still stored on the island and you walk through 
some of the jungle where there is dense undergrowth just a few feet 
off the road. It is not unusual to stumble on some portions of human 
skeletons or unexploded ammo in some areas. 

The Filipinos have not cleaned the place up. 

While I was there, they were pullimg out and preparing to turn 
it over to our people as part of this deal. 
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I would much rather see us build a monument similar to the Statue 
of Liberty or replace the old wooden lighthouse which has been there 
since 1880, as I understand it, or give them something else to cement 
relations, such as to put up a hospital or cultural center in Manila, 
where the people could get to it, instead of putting all of this money 
into this island 26 miles out from the city with no established 
transportation. 

I assume you are familiar with the area and the situation? 

General Norrn. Yes, sir. 

Mr. Suetiey. I was wondering if your Battle Monuments Com- 
mission at this point had any part in this program ? 

General Norrn. No, sir. We have nothing whatever to do with it. 
We never contemplated any such memorial as a part of our program. 

Mr. Srevtiry. In mentioning the Manila situation, I do not want 
to overlook the opportunity of complimenting your organization and 
the gentlemen in charge for the very fine care and courtesy they 

extend to every visitor in the McKinley Cemetery in Manila. It is 
a very well-done job. 

General Norru. Thank you very much sir. We try to train our 
personnel that way. 

Mr. Anprews. Mr. Gary ? 


STAFFS AT CEMETERIES 


Mr. Gary. General, what size staff do you have on the average at 
each cemetery ? 

General Norru. It varies with the size of the cemetery and the 
number of graves. In general, we have an American superintendent, 
an American assist: ane superintendent for World War II a 

At World War I cemeteries, we have only one American and, 
addition, we have customarily a third English-speaking man, a ontiy ‘ 
and gardeners and laborers varying from 5, I believe, in the smallest, 
to 53 in our largest, which is Manila, where we have 17,000 graves 
and 150 acres. 

Mr. Gary. Why the difference between the World War I and World 
War II cemeteries ? 

General Norru. Because the number of Americans who visit World 
War I cemeteries is appreci iably less than those who visit World War 
II cemeteries. There is no need to pay more salaries at American 
rates if the work is not needed. 

Mr. Gary. These other employees are natives? 

General Norrn. Yes, sir. 

Mr. Gary. Do you pay them the prevailing local wage or do you 
pay them the American wage? 

General Norru. They are paid the prevailing wage. As a matter 
of fact, occasions arise, and we have been through some of those 
recently, in which we are actually below the prevailing wage scale; 
then we get into trouble. Normally, we try to pay the prevailing 
wage scale and we attract employees because we can give them a 
permanent job if they are good instead of laying them off a part of 
the year. 

Mr. Gary. You pay them the same as they would get for similar 
work in their locality ? 

General Norru. Yes, sir. 
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PHOTOGRAPHIC PROGRAM 


Mr. Gary. General, I want to compliment you and your staff and 
the Commission on the work you are doing and I am glad to see your 
photographic program progressing. 

I wish we could figure out some way we could let every parent oe 
that those photographs are available. I have made mention of i 
over the radio in my district where I have a weekly radio program. 
I should think it would be a great joy for parents, widows, and chil- 
dren to get a picture of the cemetery and the grave of their loved one, 
particularly those who will never be able to visit the grave. 

I think the program is well worthwhile and I commend the work 
you are doing and the fact that you are doing it economically and 
not trying to spend as much money as you can, but trying to do a good 
job with as little money as possible. 

That is all, Mr. Chairman. 

Mr. Anprews. Mr. Shelley, do you have any further questions / 

Mr. Suewiey. No. 

Mr. Anprews. Dr. Fenton? 

Mr. Fen'ron. General, as usual we certainly have enjoyed very much 
having you before this committee and I am pleased to note the esteem 
the committee members have you in. I regret very much that I have 
been unable to visit any of the cemeteries or memorials. I assure you, 
at some time in the future I would like to make a trip to see some 
of them. 


APPRECIATION OF STANDARD OF MAINTENANCE OF CEMETERIES 


I notice in your statements—not only in the present statement, but 
in the ones you have made before—that they are viewed each year 
by thousands of visitors. You say that a great many of them are 
visited by Europeans and people from. other continents and the ‘y make 
a highly important psychological contribution to the furtherance of 
our international ideals recalling as vividly as they do, our country- 
men who have paid the price with their lives. 

You say that their standard of maintenance evokes unvaryingly 
favorable comment and they appreciate the high regard paid by our 
Government to the memory of those who have died in the service of 
their country. 

General, do you really hear a great deal of praise and do you think 
our relationships are enhanced by the cemeteries we have over there / 

General Norru. Mr. Congressman, I am not qualified to speak at 
the diplomatic level, but I can assure you that I have stood in ceme- 
teries in England, Holland, Italy, and in Belgium particularly, and 
in Luxembourg, and if you just listen to those people talk, there is 
no question that the ordinary visitor who comes there goes away with 
an appreciation of the way the American Government has com- 
memorated its dead and also perhaps with astonishment that there 
are so many of them. 

Mr. Fenton. That leads me to the question of the additional money 
you want authorized for the dedication of the new cemeteries—what 
do you plan to do next year? 

General Norru. The dedication. 
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Mr. Fenton. You think that will do a lot toward helping good re- 
Jationship with those countries ? 

General Norru. There is no question that since the dedication of the 
previous six cemeteries in Europe, the number of visitors has tre- 
mendously increased because although such ceremonies received scant 
attention in the American press, they are very widely covered in the 
foreign press and people flock to these places. 

Mr. Fenton. Iw ould certainly think that that would beso. 


OTHER PROPOSED MEMORTALS 


You say that you also contemplate new projects that you intend to 
install, those cases of battlefields in the Pacific theater of operation, 
memorials of some kind ¢ 

General NorrH. Yes, sir. 

Mr. Fenton. I believe in this year’s statement you expect they would 
- very cheap and will not be elaborate but mainly large pieces of 

‘anite and that they would not need very much maintenance. 

General Norru. We contemplate that they shall be blocks of granite 
and with 1 or 2 exceptions, for example, at Okinawa, where we have 
this huge garrison; again, I say it will not be an expensive monument 
as expensive ones go. T me *y will be relatively inexpensive. 

Mr. Fenron. If- you have any unobligated funds, or unused funds, 
do you expect to use them to pay for those projects? 

General NorrH. We shall ask your permission to do so. 

Mr. Fenron. General, | was very happy that during your visit here 
today we were able to have our former colleague, Ben James, with us. 
In fact, he came up here just to meet the members on the committee 
and particularly you, General. He has a high regard for your ceme- 
tery problems and, as you know, he is very much interested in the 
memorials we want to give to the families of loved ones. He was 
very proud to see the net result of - it you tried to do. I, too, am 
interested in getting to the public or the people who have loved ones 
buried in those cemeteries the ae information that they, too, can 
participate and get one of those pictures. 


COST OF PHOTOGRAPHS 


Have you arrived at an estimate of what each of those pictures cost ? 

General Norru. They cost about $1.50 when we put them in the 
mail, sir, including everything. 

Mr. Fenron. You put them in 

General Norru. In the tube. 

Mr. Suetiey. Reproduction, packing, and mailing? 

General Norru. And the photograph of the grave, yes. 

Mr. Fenron. If this were to become a very popular movement. and 
the survivors of those boys, each and every one of them, put in an 
application, I fear you would not. have enough money. 

General Norru. IT fear not, but it is our experience with this and 
related matters that a large proportion of the interested people are 
inaccessible. They have died during the years or they have remarried 
and some never have heard about it, so I do not contemplate yet that 
we shall be swamped. 


Mr. Fenton. Particularly World War I? 
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General Norru. We are not doing this for World War I. 

Mr. Fenron. Not atall? 

General Norrn. No, sir. 

Mr. Fenton. World War I cemeteries are not included in this 
program ¢ 

General Norru. No, sir. 

We are also confining the sending of these photographs to the next 
of kin. We have to protect ourselves against too great a demand, but 
should the situation permit, it would be possible to send them to other 
relatives. We have not started that yet. 

Mr. Suetiey. There is nothing to keep the other relatives, if they 
want to get a reproduction of the picture that you send, to do so? 

General Norru. No, sir; we do not furnish them even with a colored 
lithograph of a cemetery. Otherwise, the first thing you know we 
would have somebody asking us for 50 copies of this and 50 copies of 
that. Weare spending Government funds. 

Mr. Fenron. Mr. Chairman, I do not imagine there would be very 
many requests from relatives of the 30,935 boys who lie in 8 cemeteries 
from World War I; 6 in France, 1 in England and 1 in Belgium. 

They may be interested in something like this, even though many 
years have gone by since World War I. I am not going to press the 
matter but I think it would be something to think about, General. 

There is no way of estimating how many survivors there are from 
World War I boys? 

General Nortu. No, sir. However, it would not be a terribly expen- 
sive project for another reason. 

A large part of our procedure with World War II photographs 
was, in order to save time, we had every grave photographed on rolls 
of films. For World War I, we would not do that. We would only 
ask our people to photograph a grave as a request came in, 

Mr. Fenton. I had not given that any thought before, that World 
War I cemeteries were not included in the photographing project. 

General Nortn. It is 41 years since the other war. 

Mr. Fenton. That is right. 

Thank you, Mr. Chairman. 

Mr. Anprews. Mr. Minshall ? 

Mr. Minsuatv. I have nothing to add to that, Mr. Chairman, ex- 
cept that, as a new member of this committee, I certainly can attest 
to the long years of service that you and the other members have had 
on this committee and hearing the plaudits and the tributes you have 
made to the General, I certainly would go along wholeheartedly with 
what you have said. 

That is all, Mr. Chairman. 

Mr. Annrews. Off the record. 

(Discussion off the record.) 

Mr. Anprews. Thank you, General. 

General Norru. Thank you, Mr. Chairman. 

I appreciate your compliments and support. I would also like to 
add I work for a very fine Commission who make my work easier by 
standing behind me. 

Mr. Anprews. The committee is adjourned. 
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FOREIGN CLAIMS SETTLEMENT COMMISSION 
WITNESSES 


WHITNEY GILLILLAND, CHAIRMAN 
JULIUS M. KLEIZO, BUDGET OFFICER 


Program and financing 





| 
| 


1958 actual | 1959 estimate| 1960 estimate 


Program by activities | | | 


Direct obligations 
1. Administration and settlement of international | 
claims $386, 108 | $504, 600 | $358, 000 
2. Review of claims programs L00, 000 108, 200 | 50, 000 
‘Total direct obligations ‘ $86, 108 612, 800 | 408, 000 
Reimbursable obligations 
1. Administration and settlement of | | 
a) International claims hes 4, 308 | NI ie 
b) World War II claims ‘ 265, 000 | 92, 200 50, 000 
Potal obligations 755, 416 705, 000 | £58, 000 
Financing | | 
Advances and reimbursements from 
War claims fund 205, OOK -85, 000 | — 50, 000 
Proposed incr e¢ in advances and reimbursements | | 
from war claims fund_.-. a —7, 200 Lcaameamusae 
Other account pence —4, 308 | . . senate 
Unobligated balance no longer available 83, 892 Sia oe 
spacial theieiddagueniaiaiicngie 
New obligational authority. -- gals ~ | 570, 000 | 612, 800 408, 000 
New obligational authority: | 
I a 5 aes ntenitin cin ddd pun eciades ‘ | $570, 000 $565, 000 | $408, 000 


Proposed supplemental due to pay increases. . - -- - i se - 47, 800 
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Object classification 


ES 


1958 actual | 1959 estimate | 1960 estimate 


lotal number of permanent positions : 115 86 60 
Average number of all employees : 98 78 16 
Number of employees at end of year ; 86 53 40 
Average GS grade and salary_-._- a = . 8.0 $5,955 | 8.5 $7,060) 9 2 $7, 630 
01 Personal service obligations: 
Permanent positions - ‘ , as fs $670, 500 $609, 220 | $395, 460 
Other personal services__......____- ; 2, 565 4,630 | 2, 540 
Total personal service obligations ‘ 673, 065 613, 850 398, 000 
Direct obligations: 
01 Personal services. -_-.-- 431, 500 533, 170 352, 000 
02 Travel. ; 6, 039 10, 000 12. 000 
03 Transportation of things 115 50 bate . 
04 Communication services ; ih 6, 727 10, 630 6, 900 
06 Printing and reproduction 2, 024 4, 400 3, 200 
07 Other contractual services ; 1, 802 2, 560 1, 900 
Services performed by other agencies 8, 058 13, 120 6, 100 
08 Supplies and materials eras 2, 040 2, 650 2, 100 
09 Equipment 1, 398 1, 700 900 
11 Grants, subsidies, and contributions pie 25, 987 34, 420 22, 900 
13. Refunds, awards, and indemnities , 128 
15 Taxes and assessments _- 290 100 
Total direct obligations 486, 108 612. 800 4108. 000 
Reimbursable obligation 
01 Personal services 241, 565 80, O80 46, 000 
02 Travel 833 1, 000 . ones 
04 Communication service 3, 735 1, 520 350 
06 Printing and reproduction 1, 120 900 60 
07 Other contractual services 1, 000 350 A) 
Services performed by other agencies 4,474 1, 670 400 
08 Supplies and materials 1, O86 550 150 
09 Equipment 833 300 
11 Grants, subsidies, and contributions _- 14, 428 5, L8O 2, 990 
13 Refunds, awards, and indemnities_- : i a 
15 Taxes and assessments-- i . 162 50 
Total reimbursable obligations . 269, 308 92, 200 50, 000 
Total obligations de ae aia . . - 755, 416 705, 000 458, 000 


Mr. Anprews. The committee will please come to order. Our first 
witness this afternoon is the Chairman of the Foreign Claims Settle- 
ment Commission, Mr. Whitney Gillilland. 


JUSTIFICATION OF THE EsrIMATE 


We will insert in the record at this point pages 2 through 5 of the 
budget, justification. 
(The justification is as follows:) 


JUSTIFICATION OF ESTIMATES, FISCAL YEAR 1960 


GENERAL STATEMENT 


The Foreign Claims Settlement Commission is responsible for carrying out 
claims programs under the International Claims Settlement Act of 1949, as 
amended, and the War Claims Act of 1948, as amended, and the performance 
of related functions in conformity with Reorganization Plan No. 1 of 1954. 
International claims—Czech claims 

Claims of U.S. nationals against Czechoslovakia have been authorized for 
processing by the Commission. Fiscal year 1960 will be the first operational 
year of a 3-year program. Regulations have been published and claims are 
now being received. 
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International claims—Publie Law 285 


By August 9, 1959, claims against Rumania, Bulgaria, Hungary, Italy, and 
the Soviet Union will be completed. Nevertheless, as experienced with prior 
programs, much continued activity will be required. Correspondence will con- 
tinue, a final examination of each file must be made before disposal to Archives, 
and a comprehensive final report prepared. Litigation concerning some cases 
can be anticipated which will require the attention of staff members. 


World War IT claims 


The religious claims program was completed by the statutory date, February 
6, 1958. During fiscal year 1960, continued liquidation activity on war claims 
will be required, and a high volume of correspondence, disposition of reserved 
awards, location of survivor claimants, adjustments, and reissuances will demand 
staff members’ attention. In connection with the final disposal of some 600,000 
files, personnel will be required to merge files with those previously submitted 
to the records center. 

Review of claims programs 

Elsewhere herein, the expression “review of claims programs” is used as the 
heading to cover groups of expenditures, any part of which are used for review 
of claims programs, or, to put it another way, to distinguish those expenditures 
not applied solely to current claims processing, although the greater part of 
them are in fact so applied. Here, the expression is used in the specific sense to 
designate such services as reports on bills and responses to congressional, depart- 
mental, and agency requests for advice concerning claims problems within the 
field of international or war claims but not within the Commission’s immediate 
programs. 

JUSTIFICATION OF ESTIMATE 


Appropriation: Salaries and expenses, FCSC, $458,000. 

This title provides for the total administrative expenses of the Foreign Claims 
Settlement Commission in one account. 

Under international claims activity, $258,000 is requested to phase in the 
Czechslovakian program and finance the first full year of operation. One hun- 
dred thousand dollars is requested to complete programs under Public Law 285 
by the statutory date, August 9, 1959, and to provide for liquidation operations. 

The religious claims program was completed by the required date, February 
6, 1958. Liquidation functions under this and other World War II programs 
will require $50,000, a reduction of $35,000 from fiscal year 1959, as a reimburse- 
ment from the “War Claims Fund,” 

A reduction of $50,000 in the “Review of Claims Programs” activity from 
fiscal year 1959 is undertaken in view of the apparent possibility of some lessen- 
ing in investigation and research. A total of $50,000 will be required for fiscal 
year 1960. 

Based on available statistical data and on administrative determination, 
activity obligations are prorated as follows: 


Activity requirements 


Inter- World War | Review of 
national | II claims claims pro- Total 
claims grams 
Direet charges: 
OL Personal services $171, 660 $226, 340 $398, 000 
02 Travel... 12, 000 12, 000 
03-15 Other costs 48, 000 48, 000 
Total direct charges 183, 660 274, 340 | 458, 000 
Indirect charges 
Distribution of charges +174, 340 +$50, 000 — 224, 340 - 
Total 358, 000 50, 000 50, 000 458, 000 


Mr. Anprews. The budget request before the committee for the 
Commission for fiscal 1960 is $408,000. 


Mr. Gitiitnanp, $458,000. I beg your pardon. I see what you are 
(loing, 
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Mr. Kxe1zo. That is the gross total. 

Mr. ANpREwS. $408,000 and $ 50,000, which shall be derived from the 
War Claims Fund created by section 13(a) of the War Claims Act 
of 1948, and not to be available for obligation after June 30, 1960, 
making a total request of $458,000, whic h is a decrease of $192,000 
from your 1959 appropriation of $650,000, All right, we will hear 
your general statement, Mr. Gillilland. 


GENERAL STATEMENT 


Mr. GituitLanp. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I appreciate this 
opportunity to appear before you in support of our request for a fiscal 
year 1960 appropri: ition of $45 8.000. Last year’s request for $650,000 
was without doubt the most critical budget the agency has ever pre- 
sented. A pay raise supplemental is now pending in the Congress. 
However, this year’s request is also critical, but for entirely different 
reasons. 

The Commission always works against statutory termination dead- 
lines in the processing of claims. Five intricate, technical, and differ- 
ing programs, embracing many very large claims, are scheduled for 
—- August 9, 1959. They are the Soviet, Rumanian, Hun- 

garian, Bulgarian, and Italian. When I presented the Commission’s 

carefully prepared and pared budget last year, I was dealing with the 
last full fiscal year of operations on the programs. That year would 
make or break the programs, and determine whether the deadlines 
could be met, for there would be insufficient time to mend our hold dur- 
ing fiscal 1960. This was a matter of great pride to the Commission, 
for there has been no missing of deadlines since the Commission’s 
organization. It is clear now that we are going to make it, although 
there have been periods of considerable anxiety, particularly in view 
of last year’s amendments to the statutory definitions of claims eligible 
under the programs. The amendments necessitated reexaminations of 
some thousands of claims and the reprocessing of some hundreds. No 
provision had been made for them in the budget. Nevertheless, there 
will be not a bit of room to spare in fiscal year 1959, either in time or 
financially. 

For fiscal year 1960 the Commission will have the completion of 
these programs, final hearings and decisions on the larger claims, 
final checking of files, returns of documents, final certifications and the 
required reports. It will have continuing functions in the field of war 
claims, and functions which are not germane to the immediate proces- 
sing of claims, such as reports to the committees of the House and 
Senate on bills there pending, other required reports to the Congress 
and to other agencies, and responses to a great volume of inquiries 
from Congressmen and others concerning matters which the agency 
is supposed to know something about. 

The major element of activity for fiscal year 1960 is, however, the 
inauguration of the Czechoslovakian claims program. This is a com- 
paratively small but very technical program, and presents the same 
difficult problems of proof that have existed in the cases of the other 
Tron Curtain countries. We have received 3,800 requests for forms for 
filing claims, which are for nationalization or other taking of prop- 
erty ‘of U.S. citizens by Czechoslovakia. 
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I think perhaps I will interject at this point to say that I believe 
I have been guilty of a litle understatement in saying that that is a 
comparatively small program. We have been taking the filings, 
we have done nothing with processing at this point, but as of the 27th 
T now find there have been 712 filed with amounts claimed of approxi- 
mately $30 million. 

Based on our experience on deadlines that would indicate that the 
total filings on the program will exceed 3,800. 

The program completion statutory deadline is August 1, 1962. 
The budget submitted calls for a reduction in the Commission’s staff 
to an average level of 46 people which is a minimum for fiscal year 
1960. With the experience and ability of the Commission’s present 
staff it would not, in my judgment, require the continuous employment 
of 46 people throughout the entire period until August 1, 1962, to carry 
out the Commission’s functions and complete the program on time, 
although in years gone by Commissions have employed more people to 
do less work and w ith less ability over a longer period of time. 

I will interject again at this point to say that in view of these figures 
T have just gotten on Czechoslovakia that can be a little understate- 
ment. 

The plan is to undertake to essentially complete the development 
of claims during a first year of maximum employment and then, sub- 
ject to considerations hereinafter ee out, further reduce the staff 
during the period of appeals to the Commission and final decision. We 
believe that this is sound programing and will afford the greatest 
economy and the best staff utilization. There are additional and 
special reasons for it. 

The first is, of course, that claimants who have already waited 
several years for settlement will probably appreciate receipt of their 
money sooner than expected. The second and stronger reason is 
set out in the following paragraphs: 

At this date some provision has already been made for the com- 
pensation of American nationalization or war claims in nearly all 
areas save two major ones. These are: (1) In the case of nationaliza- 
tion and taking of American property, Poland. This is a larger 
nationalization program than any heretofore undertaken. Informal 
talks have been going on in Warsaw for some time and we have been 
advised that a delegation of Poles was scheduled to leave Warsaw yes- 
terday to continue the talks with our State Department in Washing- 
ton. A settlement appears much more than possible. 

(2) In the case of war damage claims, Germany, singularly enough, 
and a limited uncompensated group against Japan. Hearings touch- 
ing on this matter have already commenced in the House and are 
scheduled for the Senate. Legislation appears very possible. 

It is probable that this Commission will be called upon to come to 
grips with one or the other of these programs and perhaps both within 
the coming year. Should our staff be reduced below the 46 proposed 
for fiscal year 1960 it will not be possible to provide the necessary 
cadres of experienced people. 

We are proud of this staff. Most of them have been in Government 
for a long period of time. In 1954 the old War Claims Commission, 
an independent agency, and the International Claims Commission in 
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the Department of State, were combined to form the Foreign Claims 
Settlement Commission. 

We have had many reductions in force since those days and have 
lost many fine employees. Nevertheless, the remaining 46 will sub- 
stantially represent the cream of the crop of the two old agencies 
These people have learned to know their business. It would take 
many years, great expense, and much trial and error to replace them. 
It would certainly not be a pleasant prospect to undertake a new, 
large, and difficult program without them. 

In our judgment an average of 46 people is a minimum to afford 
the efficient conduct of the fiscal 1960 program as planned and entirely 
without reference to any consideration of future programs, and it 
will require not less than the requested $458,000 to efficiently support 
them. At the same time, if this number should, to any degree, be 
further reduced, a point will have been reached where the proper 
initial staffing of a Polish or German program will be most difficult, 
if not impossible. This is a sort of point of no return. 

It is sincerely hoped that the request can be approved as presented 

I believe I would like to say to you, Mr. Chairman, and gentlemen, 
that the preparation of a statement such as this is difficult in that one 
cannot anticipate what may be the areas of perplexity of the com 
mittee or the areas of misunderstanding or the things that the com 
mittee would like to know about. 

I will say that I will appreciate a thorough questioning on this 
matter or on anything else that is germane to the work of the agency 


PENDING LEGISLATION 


Mr. Anprews. When will you know whether or not you have Polish 
or German program ¢ 

Mr. GiLttitianp. I couldn’t possibly give you a date, Mr. Chairman. 

Mr. Anprews. What legislation is pending, and what is the status 
of it with reference to such programs ? 

Mr. Gruum1anp. There are several bills under consideration by the 
House. One of them is an administration bill, H.R. 2485, which pro- 
vides for the processing of American war damage claims against Ger- 
many. It also provides for a limited number of claims against Japan 
that were not covered in the treaty or in previous war damage 
legislation. 

This bill is designed to close the door and complete the job on war 
claims. 

Hearings began about 10 days ago before Mr. Peter Mack’s Subeom- 
mittee of the Interstate and Foreign Commerce Committee. He has 
not followed up yet with open hearings, although he has advised us he 
expects to do it early in May. 

The Senate has called hearings on the matter for, I believe, the 21st 
and 22d of May. 

If that results in legislation at this session of Congress—I could 
only 5 Hy ‘ulate—I think that passage of such legislation will be more 
likely i August than any other time. I base that on experience with 
other ¢ Ja aims legislation which seems always to have been passed during 
the last days of a session. Again, such bills could pass one House and 
remain over in the other until the next session. 
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As far as the Poles are concer ned, copies of the intere hanges of cor- 
respondence between our Embassy in Warsaw and the State Depart- 
ment come on my desk regularly. Informal talks have been going 
on for some time. I know “that the Poles, based on this interchange, 
appear to have a considerable mood to settle and dispose of their 
claims. Their delegation was scheduled to leave Warsaw yesterday, 
and I presume it did so, to come to Washington to ¢ arry on discussions 
here. 

The matter has every indication of successful completion, but 
whether that would take place within a few weeks or a few months 
no one can say. 

Mr. Anprews. Now, at the present time you are working on five dif- 
ferent programs, is that correct ? 

Mr. GILLILLAND. Yes, that is true, five active programs, and we are 
about to open activity on a sixth. These five will be completed, you 
know, during fiscal 1960. 

Mr. Anprews. I believe the deadline for filing is August of 1959? 

Mr. GruuittaNnp. The deadline for completion “of the five programs 
is August 9. That means the determination of the last claim. There 
will still be a good deal of work to do after that in the way of putting 
the house in order. 

The Czechoslovakian program, the last date for filing for claims to 
come in is August 1,1959. That is scheduled for completion August 1, 
1962 

Mr. Anprews. So you wind up those five programs or they will be 
completed in August of 1959, this year? 

Mr. GinuaLLanp. That’s right. 

Mr. Anprews. And that will leave you only one program, the 
Czechoslovakian ? 

Mr. GrtLiLLANb. Correct. 

Mr. ANprews. Which is to be completed in 1962 ? 

Mr. GIuLILLAND. 1962 

Mr. Anprews. Without additional legislation giving you other pro- 
grams you will have no business for the Commission beyond 1962 ? 

Mr. Gituimranp. That is correct. Legislation, or an agreement 
under the International Claims Settlement Act. That act provides for 
the processing of claims authorized under an agreement with a foreign 
nation. That was done in the case of Panama, for example. There 
was no legislation there. Agreement was reached between the United 
States and Panama. 


TOTAL AMOUNT OF CLAIMS FILED 


Mr. Anprews. What is the total amount of claims filed under the 
five programs, Soviet, Rumanian, Bulgarian, Hungarian, and Italian ? 

Mr. GrunitLaANnpb. The total amounts claimed or number of claims, 
do you mean ? 

Mr. Anprews. I would like to know the number of claims filed under 
these five programs, and the amount involved in those claims. 

Mr. GituitLaAnp. The number of claims filed ee the five pro- 
grams Was 10,565. The amounts claimed total $4,133,308,960. 

Mr. Anprews. How much of that do youe xpect t . pay? 

Mr. GILLILLAND. Now, then, we are just coming to the hearings on 
the largest claims. 
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Mr. Anprews. What is your best judgment about that? What is 
your best judgment as against the total claims of $4 billion plus? 

Mr. GriiitLanp. We have to take that in two stages because it won’t 
be paid—the funds that we have will be exhausted in the payment. 
They total about $45 million; do they not ¢ 

Mr. Kux1zo. Yes. 

Mr. Anprews. In all five programs? 

Mr. GILLILLAND. That is, the funds available to make payment. 
Now, the awards, in my judgment, will exceed $100 million. 

Mr. Anprews. You will have only $45 million to apply against those 
awards ¢ 

Mr. Ginumanp. That is right. 

Mr. Anprews. What will happen to the other $55 million ? 

Mr. GILLILLaANp. Of course the statute deals with the method of pay- 
ment of these claims. They are paid in full up to $1,000 and prorated 
above that. Then of course I think many of the claimants—I know 
this is true with the larger claimants, make very, very thorough pres 
entations—their presentations cost a greater amount of money than 
the amounts to be immediately realized could justify. I think they 
have the hope, and the statute recognizes, the possibility of future 
negotiations with some of these countries for further settlements, and 
the findings that we make would be used as the basis for determining 
how much the countries owed. 

Mr. Anprews. How many claimants will you have in these five pro- 
grams under $1,000? They would be paid in full, will they? 

Mr. GinuittaNp. That is right. I would have to supply that for 
the record, Mr. Chairman. A claim for less than that would be very 
rare. Sometimes our awards are for less than that. 

Mr. Anprews. That is what I want to know, the number of awards 
of less than $1,000, 

Mr, GruuitLaNnp. Al] right. 

‘Mr. Anprews. A]l of which will be paid in full. 

Mr. Grituitianp. If it is satisfactory we will have that calculation 
made and supply it for the record. 

(The information referred to is as follows :) 


Awards of $1,000 or less under Public Law 285 and amendments 


Actual to April 27, Estimated additional 





1959 for balance of program 
| | 

Soviet . | 913 
Bulgarian. ; ; | 60 | 0 
Rumanian. | 73 3 
Hungarian... - : ‘ 158 | 6 
hci kw chdus } 108 | 11 
wot..22i:. 1,312 2 





Mr. Anprews. In addition to the Czechoslovakian program that you 
say has been approved by legislation, you are expecting two other 
programs through legislation ¢ 

Mr. GinuitLanp. One by legislation and the other one probably by 
an international settlement between the United States and Poland. 

Mr. Anprews. If those two programs are adopted, how long will 
that continue the work of the Commission ? 
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Mr. Guaiw.anp. The draft legislation H.R. 2485 provides for a 
5-year processing period on the German claims. That would be a very 
large claims program, larger than any that has existed heretofore. As 
far as Poland is cone erned, I do not know what the State Department 
has in mind in that regard. The chances are it would be about a 4-year 
program. 

TRAVEL 


Mr. Anprews. Does the statement on page 15 of the justification to 
the effect that investigative travel by staff members saved adminis- 
trative expenses imply that large amounts of evidence are gathered 
at the source in advance of the time when it is known whether such 
evidence will in fact be required ? 

Mr. GinttitLAnp. No, it does not. I don’t believe that any field 
trips are ever made until we know precisely what we are after, what 
we go out for. But I will say that that device has been a tremendous 
money and timesaver to us, because we can go and get the evidence 
when it is needed. That is one of the reasons. If we depend on cor- 
respondence, we «lon’t always get the answers, we don’t know when 
we are going to get the answers, and when we get the answers, we 
don’t know how reliable they are. 

In the meantime, if there is a delay, the attorney who is processing 
that claim comes to a halt and the attorney begins to forget about it, 
his memory grows dim. He has it all in his head when he writes his 
letter, but when an answer comes in, let’s say in 6 months, he has to 
refresh his recollection about the whole business and go all through it 
again. 

So when we have a group of these claims with information available 
in a particular area, we send a man to get it. He gets it, and we go 
right straight on. We keep the staff at work at full capacity all the 
time. 

Mr. Anprews. I notice the only requested increase in your budget 
is fe r travel. 

Mr. GruninnaNnp. I do not believe that we have asked for an increase. 
Have v e? I believe we had about $18,000 last year. 

Mr. Anprews. This budget schedule shows $10,000 for 1959 and a 
request for $12,000 for 1960, 

Mr. Ginnienanp. Perhaps that istrue. $11,000 last vear, Mr. Chair- 
man. $12.000 this vear. 

Mr. Axprews. This shows $10,000 last year. 

Mr. Gituitianp. [ think perhaps there was a thousand dollars allo- 
cated to the war claims activity. Perhaps that is what that was. 

Mr. Anprews. Why is there a need for additional travel here? 

Mr. Ginninnanp. Just the point that I have made—that we have 
found it so valuable and such a timesaver and such a moneysaver that 
it is worthy of a great deal of emphasis. 


WORKLOAD 


Mr. Anprews. Is it realistic to estimate a workload of 25,000 
claimed items and research and survey projects as indicated on page 
28 of the justification in view of the consider: ably lower level of work- 
load in 1958 and 1959 ? 
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Mr. Ginuitianp. I will have to take a look at that. That is on 
page 28, you say ¢ 

Mr. Anprews. Yes. 

Mr. Gituitianp. The Czechoslovakian bill as I suggested in my 
statement of the program is planned to achieve virtually complete 
development in 1 year. In other programs, it is stretched over a 
period of years. I wouldn’t undertake that with a staff that was 
inexperienced and I couldn’t have had such a plan 5 years ago or 4 
years ago because the staff at that time wasn’t equal to it. Now they 
are. That is true for two reasons: One is because of the increased 
experience of this present staff, and again, because it has sorted down. 
We have retained, to the extent that we could, the ablest people that 
we have had. The plan would contemplate the preparation of these 
cases this year. 

I can’t promise that we will do it, but that is our plan. That is 
what we are trying todo. That involves more research items, a good 
many times, sometimes over. That would also include some attention 
to this Polish and German business. 

Mr. Anprews. Is it presently contemplated that the Commission 
will go out of business this next summer unless you get additional 
legislation ? 

Mr. GrunitnaAnp. No. Iam speaking merely of the development of 
the claims during the fiscal year. There is a period of development. 
There is a period at the beginning of a claims program of panel opinion 
writing, a development at Commission level of standards and guides 
for the staff to follow as tent: =e statements of the law of the Com 
mission. At the same time the development of claims goes on and 
it continues until we have gathered the information necessary for 
decisions. 

When that is done the proposed decisions go out, and the claimants 
have a right to apjeal to the Commission. Then we sit in hearings 
on those that are appealed. We are having a very heavy run of that 
sort of thing right now because we are approaching the final days of 
the Public Law 285 program. All three of us have been holding 
hearings day after day after day. This would not be done on the 
Czechoslovakian program during fiscal 1960. That work would re- 
main to be done after development. It wouldn’t require, however, 
as large a staff to do it. 

NUMBER OF PERSONNEL 


Mr. Anprews. How many employees do you have on the payroll : 
this time ? 

Mr. GinnitiaANb. Including the Commissioners, 73. 

Mr. Anprews. When will you reduce that number to 46 that this 
budget provides for ? 

Mr. GitiitLanp. The major part of that reduction will be achieved 
as of date June 30, of this fiscal year. It will not at first go quite 
that deep. The 46 is stated as the average level for fiscal 1960. Tt 
comes down to 53 as of date June 30, the end of this fiscal year. 

Mr. Anprews. It will be down to 53 at the end of the fiscal year? 

Mr. Grnuintanpb. That’s right. 

Mr. Anprews. This budget schedule shows 40 as the number of 
employees at the end of fiscal year 1960. 
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Mr. Gruim.anp. That I would think would be about right. It 
happens during this fiscal year the number of employees we have had 
is exactly the figures we showed a year ago. 

Mr. Anprews. You will have an aver age number for 1960 of 46, 
and end year strength of 40 ¢ 

Mr. Gintiianp. Yes, sir. 

Mr. Gary. Will the chairman yield ? 

Mr. Anprews. Yes. 

Mr. Gary. If you get these other two assignments now—— 

Mr. Ginuitanp. Yes. 

Mr. Gary. Will you still reduce to 46? 

Mr. Giuuittanp. Any reduction made now hurts the possibility of 
setting up efficient cadres to take on new claims programs. That is, 
if suddenly we would be confronted with taking on the Polish pro- 
gram, we would need to take a few key people immediately to start 
its planning, around which we could begin to train other ‘people to 
actually do the operation. When you get below a certain point in 
numbers you can’t pull employees off from a current program without 
that program coming to a halt. With say 46 we might at first pull 
out half a dozen to work on a Polish program and build that group 
up just like you would in the Army if you wanted to organize a new 
regiment. 

Mr. Gary. What I am asking you is this: Your requests are based 
upon the present workload ? 

Mr. GruuitLANb. That is right, precisely. 

Mr. Gary. If you get the Polish assignment—— 

Mr. GILLILLaNnp. Yes. 

Mr. Gary. Or the German assignment—— 

Mr. GinuitiAnp. Yes. 

Mr. Gary. Will you be able to handle them with the personnel that 
you are now requesting ? 

Mr. GILuitLANb. No. 

Mr. Gary. Then you would have to ask for a supplemental appro- 
priation to handle that particular work ? 

Mr. GituitLanp. That’s right. 

Mr. Gary. And instead of having an average of 46 the next year 
you would have more than 46 ? 

Mr. GinnitLANnp. That is right. 

Mr. Gary. I assume that you would recruit the additional person- 
nel that you need out of the people that you contemplate separating 
from the service between now and then ? 

Mr. Ginuitianp. Precisely. I would say this: Of course in the 
event say the German bill by some chance will happen to become law 
by June 30, the matter of course would have to be discussed first with 
the Bureau of the I sudget on the question of quarterly allocation and 
their attitude toward a supplemental, as to whether or not they would 
undertake a supplemental now or whether they would undertake it in 
January, and what the quarterly allocations would be. 

I would certainly undertake to withdraw the RIF notices on the 
people who would be dropped on June 30, because those people are 
efficient people. There aren’t so many people in that group who 
would make good straw bosses in a new program. Some of them 
would perhaps be good straw bosses. The good bosses are among the 
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46 that I speak of. They are the people who we could get to train 
others on the Polish program, and replace them with ‘still others 
under the Czechoslovakian program to work under the leaders who 
would remain there. 

So what we are doing to mesh and merge the plans is to undertake 
to maintain the greatest possible efficiency and economy. I know 
very well if one of these new programs came along and we had to 
try to staff it—that is put the key people in—from persons who were 
completely unfamiliar with this kind of work, it would delay the op- 
eration for years. 

There would be mistakes, lots of them, expensive mistakes. There 
would be a great deal of expense in doing it. That is what we are 
trying to avoid. 

Mr. Anprews. How many employees would you need if you had the 
Polish and German programs added to your workload ? 

Mr. GruiLianp. I would think initially we wouldn’t want to hire 
a great many, Mr. Chairm: an, because again it is a waste to have large 
numbers of inexperienced people. 

There would be a maximum peak employment 2 or 3 years away 
when there would be substantially more than a hundred with either 
program or with both. 


CLAIMS FUND DEPOSITS 


Mr. Anprews. What is the relationship between your operating 
appropriations and claims fund deposits? 

Mr. Gmuittanp. The claims fund wees of 5 . recent up to this 
point on the programs we have had are intended to be an offset. for the 
operating expenses of the Commission. So far as I know up to this 
point they have been adequi ite. 

Mr. Anprews. What is the number and nature of the claims pending 
now before the Commission ? 

Mr. Gruwitianp. There are 105 claims under Public Law 285 as 
originally enacted on which no proposed decisions has yet issued, 
About 100 would have to be added because of the remaining additional 
workload created by the amendment to Public Law 285 at the last 
Congress. 

There are 771 on which final decisions have not yet issued. I am 
speaking strictly of Public Law 285. 

I would have again to add about 100 to that to cover the amendment. 

Plus, of course, the claims thus far file d under the Czechoslovakian 
program which would be 712 as of April 27. 

Mr. ANprEws. What is the legal status of a determination or deci- 
sion by the Commission ? 

Mr. GILLILLAND. Final. 

Mr. ANprews. There is no appeal from it ? 

Mr. GILuInLaNp. That is right. 

Now I wil! say in that regard, when the Yugoslavian claims program 
was completed December 31, 1954—\that is a claims program quite simi- 
lar to the Czechoslov: akian, with less than half as many claims, but 
more elements of similarity to the Czechoslovakian than to any other— 
we had about 10 lawsuits, actions’ brought against the Commission, 
claiming that the Commission had exc weeded i its author ity and power 
and so forth. 
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I think we can anticipate that we will have some at the conclusion of 
this program. When I speak of “finality” I speak of what the statute 
said and also what the courts thus far have said when they have 
reviewed the provision. This takes staff time just the same when we 
have lawsuits. They have to get the cases ready and work with the 
Departinent of Justice with reference to their presentation. 

Mr. Anprews. Are claimants usually represented by attorneys be- 
fore your Commission ? 

Mr. GituiaNp. In the larger cases almost always. We have many 
smaller cases where they are not. It would be hard to give you a 
percentage clear across the board. 

Mr. Anprews. I think that answers the question. 

The bigger claimants do have attorneys and the smaller ones do 
not. 

Mr. Gittm.Anp. That is right. 


PHILIPPINE CLAIMS 


Mr. Anprews. Are you handling any Philippine claims at this time? 

Mr. Gmuitianp. No. 

Mr. Anprews. Is that program completed ? 

Mr. GinuitLANpb. We have a tremendous amount of mail coming 
from Filipinos claiming on programs that were completed some years 
ago. Once ina while we get a recertification from the Department of 
Defense where they will advi ise that 3 or 4 years ago they had incor- 

rectly certified either the military or prisoner of war status of some 
F ilipino, that they had certified that they were not a prisoner of war 
and now say that he is. 

When that happens we make a certification and pay him. We have 
no active program. 

Mr. Anprews. Mr. Gary. 


ADMINISTRATIVE EXPENSES 


Mr. Gary. Why are the administrative expenses not paid out of 
the funds which are used to pay the claims? 

Mr. Gintu.anp. I really don’t know. You understand, of course, 
that there are offsetting deposits to the Treasury. The fund is set 
up from the liquidation of vested assets of a foreign nation in the 
Office of Alien Property. The fund is set up in the Treasury and 
immediately 5 percent of it is transferred to the general fund to offset 
the expenses. 

But we never have been authorized to use funds for administrative 
expenses directly out of a fund. Why that is true I just don’t know. 
T suppose there is some conventional ‘formula in money management 
of the Government that has been followed, but I couldn’t give you a 
good answer on it. 

Mr. Gary. What are these offsets that you speak of ? 

Mr. GiuiwtaAnp. They were set up on all of the Public Law 285 
funds. One was set up—— 

Mr. Gary. I meant the amount of them, approximately. 

Mr. GILLILLAND. Do you have that? 

Mr. Kue1zo. We do not have that figure. 

Mr. GrnuItLaAnpb. I do not have that figure. 
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Mr. Gary. That does not come to you. It goes into the General 
Fund of the Treasury / 

Mr. Gitui.anb. That is right. We could get the figure for you if 
you want it. 

Mr. Gary. I wish you would. 

Mr. GitwitLtanp. I don’t think all of the deposits have been com- 
pleted by the Office of Alien Property so we could only make an esti- 
mate as to what it would eventu: illy be. 

(The information referred to was submitted to the committee. ) 

Mr. Gary. I have no further questions. 

Mr. Anprews. Dr. Fenton. 


BACKGROUND OF TILE COMMISSION 


Mr. Fenton. Mr. Gillilland, I don’t have any particular questions 
that I want to ask except I realize that you have a complicated job 
in trying to settle all of those claims. I wish you would put a résumé 
on the background of all the work this Commission has done from 
the time of its inception, the pr agua for the Commission, sort of 
review, it would be helpful. I do not see anything in your justifica- 
tions this year that gives the background for that kind of thing. I 
would like to review the whole subject, if I may. 

Mr. Giuumtanp. All right. The War Claims Commission had i 
origin in the War Claims Act of 1948. 

Mr. Fenton. Mr. Chairman, rather than take the time of the com- 
mittee, if he would put it in the record I would appreciate it. 

Mr. Anprews. Just submit it for the record. 

Mr. Gruintanp. I made a rather comprehensive review for the 
House Interstate and Foreign Commerce Committee week before last. 
It is quite a long statement but it covers this very thing that you are 
asking about. I think it would give you the answers that you are 
looking for. Would you like to have that sent up / 

Mr. Gary. How long is it? 

Mr. Grum.anp. I think it is about 23 pages. 

Mr. Anprews. That will be all right. Put it in the record. 

Is that what you wanted, Dr. Fenton ? 

Mr. Fenton. Yes. 

Mr. Anprews. Without objection it will be inserted in the record 
at this point. 

(The information referred to is as follows :) 


STATEMENT OF WHITNEY GILLILLAND, CHAIRMAN, FOREIGN CLAIMS SETTLEMENT 
COMMISSION, BEFORE THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON COMMERCE AND FINANCE, HOUSE OF REPRESENTATIVES, APRIL 
16, 1959 


Mr. Chairman and members of the subcommittee, I appreciate this oppor- 
tunity to again review for you briefly the activities of the Foreign Claims Settle- 
ment Commission, The subject will be dealt with in six divisions: (1) A brief 
history of the agency, (2) a statement of Claims programs completed, paid from 
the War Claims Fund, (3) claims programs completed not paid from the War 
Claims Fund, (4) current claims programs, (5) a brief statement of Commission 
procedures, and (6) a brief comment on bills before the Congress. In the last 
connection, I will make some special mention of the German claims bill presently 
pending before your committee. It will be most unfortunate if that bill should 
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not be acted upon at this session of the Congress. There are many reasons, 
among them the following: 

1. American claimants have already waited 15 years upon the matter. 

2. Witnesses are dying, memories are growing dim, and records are being lost 
and destroyed. 

3. The Commission’s program continuing until August 12, 1962, will not, after 
June 30 of this year, justify the maintenance of the present experienced staff 
which is entirely competent to the German program. Should this staff be dissi- 
pated it will require years of training and many trials and errors before it can be 
replaced. 

I. BRIEF HISTORY OF THE COMMISSION 


The Foreign Claims Settlement Commission of the United States was estab- 
lished as an independent agency of the U.S. Government under the authority of 
Reorganization Plan No. 1 of 1954. It assumed the functions previously exer- 
cised by the War Claims Commission, an independent agency, under the author- 
ity of the War Claims Act of 1948. It also assumed the functions previously 
exercised by the International Claims Commission, an ageney within the Depart- 
ment of State, under the authority of the International Claims Settlement Act of 
1949. In brief, the principal purpose of the War Claims Act was to provide 
machinery for the determination and processing of claims of various kinds 
against foreign governments for injuries and damages to American citizens 
arising out of war. The principal purpose of the International Claims Settle- 
ment Act was to provide machinery for the determination and processing of 
claims of various kinds against foreign governments for the nationalization or 
other taking of American property. However, some war claims have been 
authorized for determination and processing under the International Claims Set- 
tlement Act. The two statutes are very similar. Except as it may be necessary 
to vary methods of handling between large numbers of comparatively simple 
claims, i.e., production line claims, and more limited numbers of large, intricate, 
and complex claims which must be individually handled, procedures are very 
similar. Under both statutes the claims programs operate against specified 
filing periods and completion deadlines. 

I think the members of this committee should keep foremost in mind, when 
I speak of claims, that I do not refer to claims against the United States. The 
funds which go to the satisfaction of claims on all programs, and with only 
one limited exception, are derived in one manner or another from the foreign 
governments and not from the taxpayers’ pocketbooks. They are gratuities 
made available through the bounty of the Congress. Likewise the salaries of 
the Commissioners and the other expenses of the Commission are, in effect, 
almost entirely paid from these funds. 

The War Claims Act required the War Claims Commission to make a study 
and report with recommendations to the Congress, concerning the whole field 
of war claims. That report was filed:in January 1953. It included a number 
of recommendations nearly all of which have since been authorized and carried 
out. The most important of all, however, the German program—has not 
received attention. 


II. CLAIMS PROGRAMS COMPLETED—PAID FROM THE WAR CLAIMS FUND 


On March 5, 1957, I appeared before the full committee agency hearings and 
at that time presented a rather detailed report on the functions and accomplish- 
ments of the Commission. This may be found commencing at page 25 of the 
hearings. I will now undertake to summarize some portions of it and to 
supplement it. 

The Foreign Claims Settlement Commission is the legal custodian of the 
War Claims Fund. The fund consists of all sums covered into the Treasury 
pursuant to section 39 of the Trading With the Enemy Act, i.e., the net proceeds 
of the liquidation of vested World War II German and Japanese assets by the 
Office of Alien Property in the Department of Justice. Transfers to the fund 
have totaled $228,750,000. The present balance is slightly in excess of $500,000. 

Utilization of the fund in payment of claims within the jurisdiction of the 
Commission has been as follows: 

1. Awards to members of the American Armed Forees who were held prisoners 
during World War ITI, at the rate of $1 for each day of failure to receive the 
proper quantity and quality of food. This program was completed as directed 
by the Congress March 31, 1955, with 179,275 awards totaling $49,891,911. 
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2. Awards to American civilians who went into hiding or were interned by 
the Japanese in the Philippines, Wake, Guam, or Midway at $25 per month for 
persons under 18 years of age, and $60 per month for others. This program 
was completed March 31, 1955, with 9,238 awards totaling $15,668,078. 

3. Awards to religious organizations in the Philippines affiliated with religious 
organizations in the United States, or to the personnel of such Philippine 
organizations, for expenditures incurred or the value of supplies furnished to 
beleaguered Americans during World War II. This program was completed 
March 31, 1955, with 62 awards, totaling $2,857,899. 

4. Awards to such religious organizations in the Philippines for the postwar 
reconstruction costs of schools, colleges, observatories, hospitals, and orphanages 
destroyed during the war. This program was completed March 31, 1955, with 60 
awards, totaling $17,238,596. 

5. Awards to members of the American Armed Forces held prisoner during 
World War II, at the rate of $1.50 for each day they were abused or mistreated. 
This program was completed March 31, 1955, with 176,340 awards, totaling 
$73,377,245. 

6. Awards to American civilians and their survivors of a class not covered by 
the original act who went into hiding or were interned by the Japanese. This 
program was completed as directed by the Congress August 31, 1956, with 2,191 
awards, totaling $4,073,992. 

7. Awards to American prisoners of war who had enlisted in the armed forces 
of our allies. The program was completed August 31, 1956, with 201 awards, 
totaling $335,836. 

8. Awards to American merchant seamen captured and interned by the Jap- 
anese and Germans during World War II. The program was completed August 
31, 1956, with 176 awards, totaling $327,732. 

9 Awards to Americans for losses on bank accounts and other credits 
sequestered by the Japanese in the Philippines, and to banks in the Philippines 
which had voluntarily reestablished sequestered American credits. This program 
was completed August 31, 1956, with 3,162 awards, totaling $10,570,478. 

10. Awards, under an amendment to the original statutory authorization, to 
religious organizations in the Philippines of the same denomination as religious 
organizations in the United States for (a) the cost of assistance furnished to 
American civilian and military personnel captured by or in hiding from the 
Japanese during the war, and (b) the postwar reconstruction costs of schools, 
colleges, hospitals, and similar institutions, destroyed during the war. The 
program was completed as directed by the Congress February 6, 1958, with 109 
awards, totaling $8,711,482.25. 


TIT. CLAIMS PROGRAMS COM PLETED—NOT PAID FROM THE WAR CLAIMS FUND 


Two programs have been carried through under the International Claims 
Settlement Act, and one under the War Claims Act, which were not payable 
from the War Claims Fund. 

1. Awards to prisoners of war and civilian internees in the Korean conflict 
of the same kind provided for in World War II. This is the only program the 
Commission has had payable from appropriated funds. It was completed as 
directed by the Congress August 21, 1956, with 9,241 awards, totaling $8,888 292 

2. Awards to Americans for the loss of property in Panama. A fund of 
$400,000 was provided by Panama. There were 66 awards, totaling $441,891. 
The program was completed June 30, 1954. 

3. Awards to Americans whose property in Yugoslavia was nationalized or 
otherwise taken by Yugoslavia. A fund of $17 million was provided by Yugo- 
Slavia. The program was completed as directed by the Congress December 31, 
1954. There were 876 awards, totaling $18,817,904. 


IV. CURRENT CLAIMS PROGRAMS 


The Commission is in the final stages of claims determinations with respect 
to some 10,565 claims of Americans under title III of the International Claims 
Settlement Act of 1949, as amended, against Soviet Russia, Italy, Hungary, 
Rumania, and Bulgaria. This is the opening year of a program of claims of 
Americans against Czechoslovakia under title IV of the act, adopted by the 
Congress August 8, 1958, and directed to be completed August 8, 1962. 

1. The claims against Soviet Russia arose prior to November 16, 1933, pri- 
marily resulting from the 1917 revolution and awards are to be paid from a fund 
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of $9,100,000 realized from the proceeds of property transferred to the United 
States by Russia under what is known as the Litvinov Assignment. Awards will 
number more than 1,800 and will total more than $60 million. The program will 
be completed August 9, 1959, as directed by the Congress. 

2. The claims against Italy are those arising from World War II which were 
not provided for in the treaty of peace, primarily claims of Americans for dam- 
ages attributable to Italy which occurred in Greece, Yugoslavia, Albania, France, 
North Africa, or on the seas. Italy provided a fund of $5 million to cover them. 
Awards will’ number more than 550 and will exhaust the fund. The program 
will be completed August 9, 1959. 

2. The claims against Hungary arose out of World War II damage to or 
nationalization or other taking of American-owned property (plus a limited 
category of prewar contract claims). A fund of approximately $3 million will 
be available in the Hungarian fund from the net proceeds of the vesting of cer- 
tain Hungarian essets in the United States. Awards will number more than 1,100 
and will exceed $45 million. The program will be completed August 9, 1959. 

4. The claims against Rumania are similar to those against Hungary. A 
fund of approximately $20 million will be available from the vesting of Rumanian 
assets in the United States. Awards will number more than 500 and will exceed 
$45 million. The program will be completed August 9, 1959. 

5. The claims against Bulgaria are likewise for World War II damage to or 
nationalization or other taking of American property (plus a limited category of 
prewar contract claims). A fund of approximately $3 million will be available 
from the vesting of Bulgarian assets in the United States. Awards will number 
more than 200 and will exceed $4 million. The program will be completed 
August 9, 1959, the date directed by the Congress. 

As to the last five mentioned programs, awards are payable in full up to $1,000 
and prorated above that. 

6. The last Congress authorized a program providing compensation to Ameri- 
cans for the nationalization or other taking of their property by Czechoslovakia. 
A fund of $9 million is available from the vesting of the proceeds of the sale of 
certain Czechoslovakian property. Negotiations are now under way for a settle- 
ment with Czechoslovakia which, if completed, will bring about the substitution 
of the settlement fund. Present indications are that claims filings, now going on, 
will exceed 2,500. The program will be completed on time, August 8, 1962. 

3efore I leave this subject I should make mention of the fact that the Congress 
authorized many other benefits of one kind or another to sufferers from World 
War IT, under programs which were not administered by this Commission. For 
example, there was the Philippine Rehabilitation Act of 1946, under which the 
Congress provided over $400 million for damages in the Philippines including 
damages to Americans and which was administered by the Philippine War 
Damage Commission. Another, was the Guam Relief Act, under which nearly 
$2 million was administered by the War Damage Corporation. Americans who 
suffered war damages in Japan were given a remedy under the Japanese Peace 
Treaty. Likewise, those who suffered damages in Italy were given a remedy 
under the treaty with Italy. Many of our allies afforded compensation, in one 
way or another, to Americans for war damages to American property in those 
countries. In short, the whole waterfront has been pretty well covered except 
for those American claimants who would be included under the bill I have 
referred to as the German bill. 


V. COMMISSION PROCEDURES 


I have reviewed what the Commission does and what it has accomplished to 
date. It may be of interest to the members of the committee to know how the 
Commission functions. Upon enactment of a statute providing a new claims 
program, the scope and limitations of the projected undertaking are carefully 
examined and studied, appropriate procedural regulations are adopted and pub- 
lished, and application forms and instruction sheets are approved, printed, and 
prepared for distribution. Where required by statute, as is usually the case, 
potential applicants are notified. As the claims are filed they are docketed and 
receive a number. They are then sent to the operating divisions in the chrono- 
logical order of receipt for development and processing. 

During the early stages of a program, before all of the developmental material 
on individual claims has been received, the staff is required to bring forward 
every hypothetical question typical of problems the Commission will have to meet 
which can he foreseen. They are briefed by the division staff and in the General 
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Counsel's office. Our practice is to establish panels composed usually of the 
Commission to hear argument, study and resolve these points and to prepare what 
we call panel opinions on them. These panel opinions serve as the preliminary 
guides and ground rules for the staff for use in early decision. They are, of 
course, subject to reversal if and when specific cases come up which reveal any 
infirmities they may possess or otherwise warrant different treatment. Cominis- 
sion procedures include provision for public hearings on questions of broad 
application, for example, the proper exchange rates to be used in particular 
programs. 

The incoming claims are assigned to individual staff attorneys for study, de 
velopment, and investigation. When a staff attorney is satisfied that all sources 
of evidence and information relevant to the claim have been reasonably ex- 
hausted a proposed decision is prepared and submitted to the division director 
for approval. If approved it is then referred to the office of the General Counsel 
for review to assure conformity with Commission precedents and policy. Upon 
completion of these actions the decision is forwarded to the claimant with the 
advice that if the claimant is dissatisfied with the proposal he has a statutory 
right to object and request a hearing. At the same time the decision is posted 
to give notice to other claimants who might be concerned with unwarranted de- 
pletion of a fund. If no hearing is requested and no third party complaint 
asserted the decision is adopted as the decision of the Commisssion at the ex- 
piration of 20 days. If objections are raised and a hearing is requested the 
matter is calendared and heard de novo by the Commission. If objections are 
raised but no hearing is requested the entire record is reviewed and presented 
before the Commission. The resulting decision then becomes the decision of 
the Commission. In this manner, we have tried to afford claimants as full a 
measure of consideration for their claims as may be possible in this kind of 
program. 

To the extent possible, the Commission undertakes to conduct its hearings in 
a judicial manner. The Commission requests but does not require that any 
briefs claimants may wish to file be in its hands 15 days in advance of hearings. 
All hearings are conducted by Commissioners. A hearing opens with a state- 
ment of the claim by the Commission attorney who has handled it, Summarizing 
the evidence already before the Commission, pointing out its strengths and weak- 
nesses, and stating the reasons for the proposed decision. The claimant or his 
counsel then makes his opening statement followed by the production of any 
witnesses he may wish to call and the introduction of any other evidence he 
may wish to offer. The Commission does not follow strict rules of evidence and 
great liberality is indulged concerning its introduction. The witnesses may also 
be interrogated by members of the Commission's staff or by the Commissioners 
themselves or, more commonly, by both. The claimant’s attorney then makes 
his oral argument. The Commission’s attorney is not permitted to respond in 
argument in that we relentlessly require that members of Our staff do their 
utmost to themselves maintain an objective and judicial attitude. Controversy 
is under no circumstances permitted. However, the Commission attorneys are 
permitted to interrogate claimants’ attorneys at the hearings to bring out and 
give opportunity to explain what might be considered weaknesses in their 
positions. 

I might add that, time permitting, even after issuance of a final decision the 
Commission has been prone to reopen and reconsider cases where a diligent 
claimant has come forward with new or previously unavailable evidence. This 
latter, of course, is entirely dependent upon time elements in relation to program 
completion requirements. 

Generally, it may be said that we have followed the philosophy that our func- 
tion is to pay just claims, not to devise ways and means for denying them. 

The kinds and types of claims which are filed with the Commission are tre 
mendously varied. They may be asserted by individuals or by corporations. 
Sometimes they are asserted by stockholders based on a percentage of loss to 
a foreign corporation and require the examination of intricate corporate struc 
tures. Amounts asserted may be a few dollars or a great number of millions 
Many claims, presenting similar problems, may be collected into groups and proc 
essed with comparative rapidity. Others present individual problems of such 
difficulty that they can scarcely be categorized at all. Some claims may demand 
the attention of but a limited number of. the Commission's personnel with a total 
time consumed of only a few hours. Others singly may require several months 
in man-hours and the attention of many members of the staff. Claims based on 
war damage or nationlization include almost every conceivable kind of property— 
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stocks, bonds, bank accounts, currency, livestock, produce, personal belongings, 
furniture, dwelling houses, apartment houses, farms, farm buildings, stocks of 
merchandise, stores, warehouses, manufacturing plants, mines, oilwells, refin- 
eries, theaters, schools, colleges, ship cargoes, hospitals, public utilities, railroad 
equipment, motor vehicles, great industrial enterprises and almost anything else 
you can think of. There are all sorts of combinations. 

The committee is, of course, aware that Congress provided that the decisions 
of the Commission are final and not subject to review by any court, or other de- 
partment, or agency of government. 

One problem which may again confront this committee in its consideration of 
pending legislation is that of whether or not decisions should be made subject 
to court reconsideration. Ultimate responsibility is not pleasant and from a 
purely personal standpoint each of the Commissioners would welcome an authori- 
zation to a disappointed claimant to take his claim to a superior forum. Whether 
it would be wise to provide it is another matter. 

The functions of the Commission are in some respects similar to those of an 
administrator or executor of an estate who (presumably without prejudice) 
examines and investigates claims and exercises judgment as to those which should 
be allowed in whole or in part and as to those which should be disallowed. A dis- 
appointed claimant against an estate may take his claim to the courthouse. The 
judge however, does not sit in review of the proceedings of the fiduciary but 
the matter is tried as an independent lawsuit. 

There are, nevertheless, a number of differences. The first is, of course, that 
a Claimant, disappointed with a proposed decision of the Commission, may have 
his appeal to the Commission itself. 

The second is, that unless an estate of a decedent is insolvent, litigation of a 
particular claim does not interfere with payment of other claims, whereas nearly 
all the Commission’s claims funds are inadequate to full payment of claims, 
claims be prorated, and if there were to be litigation, proration and final distribu- 
tion could not be made on any claims until all litigation was completed. In the 
present state of the dockets of trial courts and courts of appeals this would delay 
final distributions many years. 

In the third place, court action concerning a claim in an estate, dealing as it 
usually does with questions of fact merely, seldom bas any relevance for prece- 
dent purposes to the disposition of other claims in the estate. This would not 
be true with the programs of the Commission where the claimants are quite as 
likely to object to our determinations of the novel questions of law which con- 
front us as to questions of fact. Now I think it almost inevitable that if a claim 
involving a question of law were taken to the courthouse the work on all other 
claims, involving that question (and there might be thousands) would tend to 
come to a halt until judicial determination of the question had been finally made 
by the last court of appeal. Furthermore, if the court’s determination were con- 
trary to that of the Commission, the Commission in fairness might well feel 
obligated to reexamine many claims which had theretofore been disposed of. 

Now I am sure we could count on it that if court review were provided that 
great numbers of claims would, in fact, go to the courthouse. Some of them in- 
volve very large sums of money and present intricate factual and legal questions 
in the resolution of which we may very well be wrong. But suppose there were 
only one case and that case were taken to the courthouse in the late stages of a 
program, that is after the program had already gone along for 4 or 5 years. 
Such a time would be the most likely time because difficult claims require longer 
periods of development. Final disposition of the matter could then not be antici- 
pated for several more years during which period final dispositions of many other 
claims, perhaps thousands, might not be possible, and final distribution on all 
claims would have to be withheld. 

I would say, conservatively speaking, that if court proceedings were to be 
provided generally, administrative cost of a program would be at least doubled 
and that the length of time required for completion would likewise be at least 
doubled. I say that speaking conservatively for I have some doubt as to whether 
a large program of say 35,000 claims could be carried through at all. Before one 
action had been finally determined another action bringing up another problem 
related to the same group of claims would likely have been commenced and the 
matter would go on and on. I think it probable that many claimants would prefer 
to take their chances on something like the present procedures, however informal, 
than to face the realization that awards could only be paid to their great grand- 
children. 








94 


Furthermore, although we unquestionably make mistakes and sometimes have 
our disagreements, I have some doubt as to whether our margin of error is in 
fact substantially greater than that to be found at the courthouse. I spent many 
years in the trial of lawsuits and some few on the bench and therefore have had 
some experience with that, too. 

There are two particular facets of this problem which I should like to call to 
your attention. One of them is this—the witnesses necessary to the litigation of 
a claim in an estate are usually to be found in the vicinity. This is not true 
with claims before the Commission. Our claims have their situs in distant lands 
many of them behind the Iron Curtain. Witnesses and pertinent records may be 
and frequently are inaccessible. In addition events are likely to be obscured by 
antiquity. For example, the events giving rise to the claims which we are now 
processing against the Soviet Union took place in Russia in 1917 and 1918. All 
this points up the difficulty both from the standpoint of the claimant and the 
Commission of developing records which lend themselves well either to court re- 
view or independent suits. 

The second one is this—inevitably with the constant study of the laws, history, 
events, customs and usage of particular countries, and the examination and 
comparison of large numbers of claims and supporting proofs emanating in 
those countries, our staff attorneys and to some extent the members of the Com- 
mission develop a certain “feel” for the truth which is of great assistance in 
estimating and appraising the likelihood or unlikelihood of the various claimed 
factual situations. Let us say that we get to the place where there are many 
things of which we can take what might be termed “judicial notice” and toa 
considerable extent become specialists. It seems to me that individual judges 
might be under some handicap without such background. 

In the event that the committee should favorably consider the establishment 
of some court remedies, I would strongly recommend, in order to ameliorate the 
dangers pointed out to some extent: 

1. That it should be specifically written into the statute that a court determina- 
tion should only affect the particular claim in which the remedy is sought and 
that the Commission should not be bound by it in its determinations of other 
claims. 

2. That the court remedy should be by suit on a particular claim, resembling 
that brought against an executor or administrator, and should not be a mere 
review of the Commission record, i.e., that the court should itself finally determine 
the matter rather than prolong it by sending it back to the Commission. 

I would say, that if anything at all is to be done about the matter, it would be 
much better that any change lie in the direction of a stiffening of the Commis- 
sion’s Own review procedures, although I will also say that, as now constituted, 
the procedures are pretty stiff and there is little likelihood of any claimant, who 
is reasonably diligent in his own behalf, encountering any limitation on his op- 
portunity to fully present his case or failing to have it fully ‘and carefully con- 
sidered. I say this mindful of the fact that this Commission, in common with 
other commissions, has been and no doubt will continue to be subjected to 
criticism. 

The present provision making the decisions of the Commission on appeal 
final and nonreviewable is to be found in both statutes, one of which had its 
origin in this committee and the other in the Committee on Foreign Affairs. It is 
the common provision in other statutes of similar nature. It is likewise the 
custom in other countries having similar programs, including England which 
maintains legal concepts and procedures so similar to our own. 


VI. BILLS BEFORE THE CONGRESS 


Your committee has requested reports on several bills currently pending before 
the Congress. Some would be administered by the Commission. I will com- 
ment briefly on a few of them. 

1. A proposal to include brothers and sisters as eligible survivors under sec- 
tion 17 of the War Claims Act. As the awards are gratuities, and not property 
rights the Congress has not thought it wise in the past on War Claims Act claims 
to go outside the line of primary concern, i.e., awards to widows, parents, and 
children. 

2. A proposal to extend prisoner-of-war compensation to members of the 
Armed Forces who hid themselves to avoid capture by the enemy. The theory, 
of course, of POW compensation is mistreatment in prison camp. Furthermore, 
it might be very difficult in some cases to appraise motivation. 
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3. A proposal to authorize the Commission to reopen and reconsider decisions 
under section 17 of the War Claims Act for the purpose of correcting errors. 
We have no knowledge of any errors although there may, of course, have been 
such in this as in any other program. It would be discriminatory to grant the 
power in this program without extending it to others and we believe it to be too 
great a power to be extended to the Commission as to long-completed programs. 
There must be finality some time. 

4. A proposal to extend benefits to citizens of nations allied with the United 
States during World War II. It would appear but fair and reasonable that 
primary concern should be for those who were U.S. nationals when loss or dam- 
age was incurred. 

5. A proposal to extend civilian internee benefits, now limited to the Philip- 
pines, Guam, Midway and Wake Islands, to U.S. citizens interned in China. It 
has been the congressional policy in the past to limit such benefits to persons 
whose internment was, at least in part, occasioned by actions of the U.S. Gov- 
ernment. This was not the case in China. However, many of these same per- 
sons might be eligible for benefits of other kinds under the German bill I will 
again refer to. 

6. A proposal to include members of our Armed Forces in Korea declared miss- 
ing in action as presumed prisoners of war to date of Big Switch. This would 
create inequities in comparison with World War II, and probably would be so 
considered as to persons who lost their lives on the battlefield. 

7. A proposal to eliminate the time-honored requirement of U.S. ownership of 
property at the time of loss. We believe that where limited funds are involved 
persons who were U.S. citizens at the time of loss should be protected against 
diminution of their rights. It was for injuries to them that the United States 
sought recovery from the foreign governments. 

%. The eighth proposal relates to court review of a limited category of claims, 
l think five claims to be exact. I have already commented on this subject gen- 
erally, although some of the comments would not be applicable to this particu- 
lar bill. As we have not completed our report on the bill I must withhold fur- 
ther discussion until that is done. 

9. A proposal to extend coverages of religious organizations in the Philip- 
pines to compensation for the destruction of church buildings, as distinguished 
from purely educational, medical, and welfare buildings. Partial compensation 
for the loss of these structures was long since anthorized under the Philippine 
War Damage Act and we do not believe it should be extended to further special 
benefits. It would cause further depletion of the War Claims Fund in dis- 
crimination against direct sufferers at the hands of Germany who have thus far 
received no compensation. The bill presents nearly insurmountable adminis- 
trative problems including those resulting from the inclusion of “parishioners” 
of “personnel” of religious organizations. 

10. H.R. 2485, the German bill, is an administration measure, referred to by 
the President in his budget message, designed to substantially clean up and put 
at rest the war claims problem. It includes compensation to Americans for war 
losses attributable to Germany in Germany and HPastern European countries, 
claims for death or disability resulting from ship sinkings prior to our enter- 
ing the war, net losses of maritime insurers who protected our commerce in 
the face of certain losses before there was adequate legislation on the subject, 
and claims which arose from seizure of assets for reparations. Funds to com- 
pensate the German claims would be made available from the net proceeds of 
the liquidation of vested German assets. 

The bill would also provide some measure of compensation to Americans for 
property losses attributable to Japan in China, Hong Kong, Burma, Indonesia 
and Indo-China. It proposes an appropriation of $10 million to compensate 
these added Japanese claims. This is deemed just in that funds available from 
German assets have already been heavily diverted to claims in the Far East, 
and Japanese funds have been exhausted. 

Following World War I the then similar problem was promptly dealt with 
by the U.S. Government. Fourteen years have gone by since World War II and 
nothing has been done about the matter other than to provide for the study 
and report made more than 6 years ago which recommended the program. Let 
me strongly urge that the matter be resolved, either favorably or unfavorably, 
before the staff of the Commission which has been gotten together and trained 
over a period of years for, among others, this precise purpose, has gone out of 
existence. As I have pointed out it would take many years and much trial 
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and error to develop a new staff of similar efficiency. If a German claims pro- 
gram is to be undertaken it should be done now. 

We are proud of this staff. They have never missed a deadline. It is not ex- 
pected that they will miss any either. 

Mr. Anprews. Mr. Michel. 

Mr. Micuen. Mr. Gillilland, following up Dr. Fenton’s inquiry, as 
a new member of the subcommittee this certainly would prove of inter- 
est to me as I am not familiar with what the Commission has actually 
done through the years. The one question that I would like to know 
right now if you have the figure readily available is how much money 
in total have we paid out in claims from the Commission over the 
period of years roughly. 


AMOUNT OF CLAIMS PAYMENTS 


Mr. Gitui ann. Including the amounts that will be paid on the 
awards under Public Law 285, approximately $250 million. 

Mr. Micne.. Approximately $250 million ? 

Mr. GinuitLaNnpb. That is right. 

Mr. Micuex. Would you have an approximate figure on what the 
administrative cost has ‘been over the same period of years to satisfy 
these claims of a quarter billion dollars ? 

Mr. Gititimanp. | will say that it would definitely be under 5 per- 
cent. 

Mr. Gary. Will the gentleman yield ? 

Mr. Micuen. I will be glad to. 


SOURCE OF FUNDS 


Mr. Gary. Where did this $200-odd million come from ? 

Mr. GILLILLANp. From the War Claims Fund. That represented 
the net proceeds of the liquidation of German and Japanese assets. 

Mr. Gary. They did not come out of the U.S. Treasury ? 

Mr. Ginum.ANnp. No. 

Mr. Micue.. That is anticipating, in a sense, my next question. 
What portion of these funds, if any, come from direct appropriations 
from the Congress ? 

Mr. GiuLittaNp. The only program we ever had where we used the 
taxpayers’ money was the Korean prisoner of war program. It was 
about $8,800,000 that was distributed in that program. 

Incidentally, I forgot that particular item in making my rough 
calculation on the amount we disbursed in the claims. 

Mr. Micner. Of the five countries listed under existing programs 
and the $45 million available for these five programs how would 
that break down roughly by country? Would I be wrong in assum- 
ing that the bulk of it would go to It: ily ? 

Mr. GILLILLAND. No. We only have about $5 million from It: aly. 
Of course there is a tremendous distortion in the amount that would 
be received against claims in these respective countries. They are 
not interchangeable. 

Now we have a very large number of claims against Hungary. 
The awards will be very large. Nevertheless, the fund is only about 
$3 million. If it were to be taken across the board the amounts re- 
ceived will be less than 10 percent. All of the claims under $1,000 
will be paid in full nevertheless. 
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It runs in my mind that it would take about $1 million to pay those, 
or to pay claims up to $1,000. But when we get above that say, 
to some corporate claimant that might have an award of $1 million, 
the amount he will receive against ‘that claim won't be very signifi- 
cant. On the other hand, in Bulgaria where the fund is about the 

same size, the number of aw ain will be much smaller and the claim- 
ants will receive 50 percent to 75 percent on all claims. 

In Italy, the people initially authorized wil probably get all of 
their money. 

My estimate on Russia will not be too good because again some of 
the very largest claims have not yet been before the Commission for 
final hearings. But it should be more in the neighborhood of 20 per- 
cent to 25 percent, something of that sort. 

Mr. Micne.. For Italy? 

Mr. GinnitLtanp. No, Russia. The Italian claimants, the first ones, 
will probably get all of their money. The claims brought in by the 
Public Law 604 amendment may not. I don’t know yet. 


NUMBER AND VALUE OF CLAIMS 


Mr. Micner. You say there have been better than 10,000 claims 
actually filed. 

Mr. GILLILLAnp. That is right. 

Mr. Micnen. Those claims amount to over $4 billion, and with the 
$45 million available the very most that can be granted is 1 percent, 
1 percent of what they ac tually claim is due them, 1 right? 

Mr. Giuumianp. Yes. Of course claimants have a tendenc ‘y—they 
don't all do it—some of them overstate their claims very strongly. 
I ran some figures on that at one time. They did over at the State 
Department, too, to see what the experience has been on claims. I 
think awards actually made came out something like 15 percent 
against total of amounts claimed. 

Mr. Micuen. Of these better than 10,000 claims filed, what per- 
centage would actually be Soviet claims ? 

Mr. GInLitLanp. I expect I have a figure on that some place here: 
4.130. 

Mr, Micnen. Roughly 40 percent. 

Mr. GinLitLanp. Yes. 

Mr. Micner. And the other three satellite countries, Rumania, 
Hungary, and Bulgaria / 

Mr. Ginttintann. Hungary, 2,725. Bulgaria, 391. Rumania, 1,073. 
Italy, 2 YAG. 

Mr. Micuen. So then roughly 8O percent or better are from the 
Soviet Union and her satellites. 

Mr. Ginnittanp. That is right. 

Mr. Micuen. That is all I have, Mr. Chairman. 

Mr. Anprews. I have one final question. If no additional legis- 
lation is passed giving additional work to your Commission, when 
should the business of the Commission be wound up ? 

Mr. Ginnittanp. It would be wound up August 1962, or earlier. 

Mr. Anprews. Thank you, sir. 

Mr. Gitiittanp. Thank you. 
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THuurspay, Apric. 30, 1959. 
SUBVERSIVE ACTIVITIES CONTROL BOARD 


WITNESSES 


DOROTHY McCULLOUGH LEE, CHAIRMAN 


ROBERT K. THURBER, BUDGET AND FISCAL OFFICER 
FRANK R. HUNTER, JR., ASSISTANT GENERAL COUNSEL 


Program and financing 


1958 actual | 1959 estimate | 1960 estimate 


Program by activities: Adjudication of cases and legal activ- 


ities (total costs—obligations $324, 817 $375, 000 $400, 000 
Financing: Unobligated balance no longer availabk 50, 183 
Appropriation (new obligational authority) ae 375, 000 375, 000 400, 060 


Object classification 


158 actual 195u ite | 1960 estimate 
Total number of permanent positions 3t 38 38 
Average number of all employee 33 4 36 
Number of employees at end of year 32 3 38 
Average GS grade and salar S $6, 477 . fe 4. % 
Ol Personal services 
Pern nt positi 7, 178 $3 l 
oO ] 
lo i ] ? 
02 T l l 
Os l MSPor t ( ( % 
04 I un ‘ 
06 Prin lu ) 
0 Ot tu I 
08 Suppl 
Equipment 
1 Gr Ss. su j | ) 
Lux ma w) 
Total ob] t s { ) 
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Mr. Anprews. We are glad to have you, Mrs. Dorothy McCullough 
Lee, Chairman of the Subversive Actiy ities Control Board, and also 
the budget and fiscal officer, Mr. Robert IX. Thurber, and assistant 
counsel, Mr. Frank R. Hunter, Jr. 

There is before the committee a budget request for S400,000 which 
is an Inerease over the 1959 appropriation of $25,000. 

Have you asked for a supplemental appropriation for fisen] 1959, 
Mrs. Lee? 

Mrs. Ler. No, Mr. Chairman. 

Mr. Anprews. So your total budget for 1959 will be $375,000 ? 

Mrs. Ler. Yes; you mean the year we are now living in? 

Mr. ANprews. Yes; this fiscal year. 

Mrs. Ler. That is correct. 

Mr. Anprews. Do you have a prepared statement ? 

Mrs. Ler. Yes, I do. 

Mr. AnprEws. We will be glad to hear from you at this point. 

Mrs. Ler. Mr. Chairman, I will be glad to read it. 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Anprews. The justification will be placed in the record at this 
point. 


(The justification follows :) 
JUSTIFICATION OF THE 1960 BUDGET ESTIMATE 


CREATION OF BOARD 


The Subversive Activities Control Act of 1950, which is title I of the Internal 
Security Act of 1950 (Public Law 831, Slst Cong.), provides for the establishment 
of the Subversive Activities Control Board. The Board was formally organized 
on November 1, 1950. 

REQUIREMENTS FOR 1960 


This request is in the amount of $400,000 for the fiscal year 1960, of which 
$828,100 is for personal services and $71,900 is for “Other obligations.” 


GENERAL DUTIES OF THE BOARD 

The Board is a sinall independent agency, which, in essence, is an administra- 
tive court. Its hearings are subject to all constitutional and procedural safe- 
guards. Appeals from its decisions may be taken to the U.S. Court of Appeals 
for the District of Columbia Circuit and from there, by application for a writ 
of certiorari, to the Supreme Court. This agency was created primarily to con- 
duct hearings, make determinations, and issue appropriate orders in actions 
brought before it by the Attorney General against specific organizations and 
individuals. 

It is the duty of the Board under the original Subversive Activities Control 
Act of 1950, upon petition of the Attorney General, to determine whether any 
organization is a “Commiunist-action organization” or a “Communist-front or- 
ganization” and required to register under the act, and whether any individual 
is an officer or member of a Communist-action organization or an officer of a 
Communist-front organization and required to register under the act. Also, 
under the original act, upon application by a registered organization or indi- 
vidual, it is the duty of the Board to determine whether such registration shall 
be canceled. Under the act as amended by the Communist Control Act of 1954 
(Public Law 637, 53d Cong.), the Board has the additional duties of determin- 
ing, upon petition of the Attorney General, whether any organization is a 
“Communist-infiltrated organization,” and, upon subsequent petition of any such 
organization, to determine whether the organization has ceased to be a Commu- 
nist-infiltrated organization. 

The performance of the above duties are carried out through formal adjudi- 
catory hearings and the issuance by the Board of written findings and appro- 
priate orders. The Board is also responsible for certification of records on 
uppeals and participates in review proceedings brought by an aggrieved party 
against the Board in the United States Court of Appeals. To date, all orders 
requiring registration have been appealed. The workload of the Board depends 
entirely upon the number of petitions filed with the Board by either the Attorney 
General, organizations, or individuals, as set forth above, and by the number of 
petitions for judicial review of the Board’s actions. Thus far, Board proceed- 
ings have been confined to actions against organizations as, under the act, pro- 
ceedings concerning individuals must await final court determinations against 
respective organizations. In each proceeding to date the detailed findings of 
fact issued by the Board as required by statute have been rather lengthy due to 
the voluminous records compiled in highly contested cases. Moreover, and as 
might be expected under legislation of such a new type, the Board has been 
faced with numerous, difficult legal questions strenuously advanced by the par- 
ties to the proceedings. 


PROGRESS REPORT AND ESTIMATED WORKLOAD 
On January 9, 1958, the U.S. Court of Appeals for the District of Co- 
lumbia Circit, through affirming on all other questions, remanded the Com- 
munist Party case to the Board to require production of documents in Govern- 
ment tiles pursuant to the principles of the Supreme Court’s decision in the 
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Jencks case, the latter having been decided while the Communist Party case was 
pending in the court of appeals. The court’s remand was the first decision by 
an appellate court extending the principles of the Jencks case to administra- 
tive agencies. Following the court’s opinion, the Communist Party filed a peti- 
tion for rehearing and also a motion for leave to adduce additional evidence, 
both of which sought from the court of appeals a remand on additional questions. 
In preparing an answer to these, the Department of Justice discovered the 
existence of evidence in its files which necessitated bringing the discovery to the 
court’s attention and an accession to the remand of an additional question to the 
Board. This accession prompted still another motion by the Communist Party 
in the court of appeals, all of which eventuated in another order by the court on 
April 11, 1958. Later, the Board felt impelled to file a motion to clarify and an 
order was entered thereon by the court on June 16, 1958, at which time the hear- 
ing was then in condition for reopening by the Board. 

The reopened hearing was presided over by a member of the Board. It later 
developed that while one of the two witnesses of the Attorney General involved 
in the reopened hearing appeared for cross-examination, the remaining witness 
is unavailable for testimony due to a grave heart condition. This occurrence 
resulted in a motion by the Communist Party to strike the witness’ entire testi- 
mony. This motion has been disposed of and a recommended decision by the 
presiding member is now pending. 

Due to the remand of the Communist Party case, the Board had necessarily 
deferred action with respect to “front” or “infiltrated” organization proceed- 
ings pending the Board’s reconsideration of the Party cause. This is because the 
front and infiltrated proceedings presuppose that the Board has made a de- 
termination that the Communist Party is a Communist-action organization as 
defined in the act. Because of this factor, the Board has been unable to take 
action since January 9, 1958, in other proceedings pending before the Board, 
that being the date of the first opinion of the court of appeals on this remand in 
the Communist Party case. 

To summarize the sequence of events in the Communist Party case, the 
Board entered a registration order against the party on April 20, 1953. The 
court of appeals affirmed this order and held the act to be constitutional on 
December 23, 1954. The Supreme Court remanded the case to the Board on 
credibility questions involving three Government witnesses and, in so doing, 
declined to pass on the constitutionality of the act. The Board expunged the 
testimony of the three witnesses from the record and on December 18, 1956, 
affirmed its order against the Communist Party and sent the case back to the 
court of appeals. While it was pending there the Supreme Court handed down 
the Jencks decision. The court of appeals then ruled that the Jencks decision 
required a remand to the Board for production of Government documents. Under 
the remand, hearings were evaluated before a member of the Board sitting as 
a hearing officer and his decision recommending reaffirmance of the Board’s 
prior determination was issued on September 19, 1958. The Board is now in 
process of completing the remand and upon completion will send the case back 
to the court of appeals with appropriate recommendations to that court. 

Meanwhile, eight other cases in which the Board has issued registration orders 
have been taken to the court of appeals and are pending judicial review. These 
eases involve Communist-front organizations and are also test cases. The 
court of appeals has declined to proceed with these cases until it has disposed of 
the Communist Party case, for the same reason that the Board is currently 
unable to proceed with pending front and infiltrated organizations cases. 

It should be pointed out at this time that most of the front cases now pending 
in the court of appeals have production of Government documents questions in 
them. It may be, therefore, that when the time comes for consideration of those 
cases, the court will decide that the Jencks decision requires remanding several 
for the production of documents in Government files. To amplify, in virtually 
all Board proceedings, the organizations have sought to gain access to documents 
in Government files. Usually, such requests were denied upon the basis of the 
then existing decisions. The Jencks decision having intervened, as well as sub- 
sequent cases interpreting it, for example, the court of appeals opinion in the 
Communist Party case, it may be that the front proceedings now pending in the 
appellate court will be affected as the Communist Party case was. This would, 
of course, result in a contingent workload for the Board in fiscal 1960. On the 
other hand, affirmance by the court in the Communist Party case in fiscal 1960 
could reasonably be expected to hasten the final adjudication of pending cases. 
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Translating these contingencies into budgetary needs, the modest increase indi- 
eated for fiscal 1960 should meet the minimal requirements in either event. 

During the past several months, the Board’s staff has been engaged in de- 
fending the Board in the United States District Court and in the United States 
Court of Appeals for the District of Columbia Circuit in an injunction suit 
brought against the Board and the Attorney General by local labor unions 
affiliated with the United Electrical Radio and Machine Workers of America, 
the respondent in a Board proceeding in an infiltrated organization case now 
pending. The Board was successful in the district court and the latter’s de- 
cision was aflirmed in a decision issued December 18, 1958, by the court of 
appeals. 

Based upon experience to date, the Board proceedings are such that a backlog 
of uncompleted cases will exist at the beginning of each fiscal year, as is the 
ease in State and Federal courts. The number and size of new cases that will 
be added to the docket will depend on factors and circumstances beyond the 
control of the Board inasmuch as the Board does not initiate cases. 

The Board procedure follows that prescribed by the Administrative Procedure 
Act. Cases are heard by a Board member acting as an examiner, or by a hearing 
examiner. Following the hearing, a recommended decision is issued, to which 
the parties submit exceptions and are heard in argument before the full Board, 
after which the Board renders the decision in the case and issues an appropriate 
order. 

Not only is that a necessarily protracted procedure, but, due to the novel nature 
of the legislation the Board is constantly faced with complex and uncharted 
legal situations, the full consideration of which prevents shortened approaches, 
and sometimes requires the holding of preliminary hearings in advance of the 
hearing on the merits of the particular cases. By way of example, a number of 
organizations claimed to have gone out of existence after proceedings had been 
brought against them, thereby necessitating factual and legal documenta- 
tion apart from the main question as to the communistic character of the 
organizations. 

The Board has eight uncompleted cases as of December 31, 1958. Two cases 
now pending, involving alleged Communist-infiltrated labor organizations, will 
require a substantial portion of the time of two Board members acting as hearing 
examiners, and necessary assistants, in completing hearings and preparing rec- 
ommended decisions in fiscal 1960. The indications in these two sharply con- 
tested cases mentioned are that hearings will be lengthy and the records 
voluminous. 

Completion of cases now on the docket and the work incident to pending and 
new cases taken to the circuit court of appeals, requires as a minimum, the 
personnel requested in the budget estimate for 1960. If a relatively large 
number of new cases are added to the present docket during the current fiscal 
year, or during fiscal 1960, it is doubtful whether the 1960 budget estimates will 
be sufficient for the work to be completed on such cases in fiscal 1960. 
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2 
Docket of active cases as of Dec. 31, 1958 


Docket | Respondent Petition filed Hearings Recommended! Report and or- 


No. | decision der of Board 
51-101 | Communist Party of the Nov. 22,1950 Completed Oct. 20, 1952 i) 
United States 
109-53 | American Committee for Apr. 22, 1953 do Sept. 10,1957 | In abeyance 
Protection of Foreign 
Born 
114-55 Washington Pension Union Dec. 29, 1954 do Aug. 30, 195¢ Do 
116-56 | International Union of July 28, 1955 Commenced but 
Mine, Mill & Smelter in abeyance 
Workers 
119-56 | United Electrical, Radio & | Dee. 20, 1955 do 


Machine Workers of 
America 


120-57 | Colorado Committee to As 9, 1956 | Completed Oct 1,1957 | In abeyance 
Protect Civil Liberties 

121-57 | Connecticut Volunteers foi do do Oct 4, 1957 Do 
Civil Rights 

123-57 | California Emergency De- Oct 1, 195¢ do Sept. 26, 1957 Do 


fense Committee 


! Original Report and Order of the Board issued Apr. 20, 1953. Modified Report issued Dec. 18, 1956; 
under reconsideration pursuant to remand from Court of Appeals for production of F.B.1. reports 

2 These cases are in abeyance pending disposition of the Communist Party case for the reason given in the 
accompanying Progress Report 


IUSTIFICATION FOR PERSONAL SERVICES 


The following statement presents the essential facts with respect to this item 
of expenditure: 


1O5S8 1O59 1060 Increase or 
pr rt t budget | r 
ea 
1. Number of permanent positions 26 12 49 
2. Annual salary cost of permanent positions $3()1, 28 $338 866 $340. 530 $1 664 
3. Regular pay above 52-week ba 735 O00 1 000 P son 
4. Payments above basic rate 2 000 2 (MK 
Acid: Net increase due to ec ges In pay iles 
part of yea! x, 414 
fotal cost of personal services on an annu 
basis 310, 434 341, 766 341, 530 2363 
Deduct lapse 29 521 31. 766 13, 430 18, 336 
Net cost of personal service 287, 913 310, 000 $28, 100 +-18, 100 


The present active docket consists of eight cases, with the prospect that sev- 
eral of the eight completed cases now pending judicial review before the U.S. 
court of appeals may be remanded for reconsideration in the light of the Supreme 
Court’s decision in the Jencks case. The Board intends to utilize the members 
individually in the dual capacity of Board member-examiners, and the full-time 
service of only two hearing examiners, which is our present authorization, to 
handle the caselond expeditiously. It is light on clerical personnel in lower 
grades. 

It will be noted that members are not continuously available for the conduct 
of hearings because of demands on their time arising out of the following: 

(@) Decisions as a Board on the various prehearing motions arising in 
filed case, which must be disposed of before they can be set down for 
hearings ; 

(b) Individual review of the transcripts, exhibits, and recommended 
decisions in all cases in which hearings have been closed and in each of 
which the full Board’s decision is by statute required ; and 

(c) Actions required as a Board heading an independent agency on mat 
ters which may not be delegated and on certain administrative and related 
matters. 

The estimates, as submitted, represent our best judgment of the minimum re- 
quirements to finance Board operations during 1960. If the Department of 
Justice files a substantial number of new cases, it may develop before the need 
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of the 1960 fiscal year, that an additional appropriation will be necessary. We 
have deemed it preferable to await the time when this additional need becomes 
apparent rather than to provide herein against such problematical contingencies. 
This is a small organization with its entire activity directed to the adjudication 
of cases. There are no other activities from which the Board might draw per- 
sonnel in the event of increased demands upon it, such as might be the case in 
some of the larger agencies engaged in work of a nonjudicial character. It 
therefore follows that unless reasonable requirements are provided for, the 
fJoard might find it difficult to execute its statutory responsibilities. The Board 
is of the opinion that the amount requested, by far the most of which is for 
essential personal services, is reasonable, and should prove adequate to cover 


1 operations for fiscal 1960, insofar as it can be determined at this time. 











nor! 
JUSTIFICATION FOR OTHER OBLIGATIONS 


{ total of $71,900 is requested for “Other obligations.” The following sum- 
mary table indicates the breakdown by objects of expenditure and by fiscal years. 


Summary statement, other obligations 


( & tu 1059 a ) } 1 re 
quested 

py \ expe $1. 411 a0, OF 
03 ‘TI rt 1 yi 
4 ¢ ur ( ) 1, 000 
06 Printing and re 72 0) 

7 Of ( ( 738 1, 40 
Os ) 2 ") 
9 Eq 5 
11 (; ( the s 1% \ 
} x6 ) 3 " 

} } 65, OOO | 71, 900 

The detailed explanations of the requested amounts for the budget year 
follow : 
i] Tra el « MS 

The runt of S30,000 requested for this item is for tr | which may be re- 
quired connection with hearings held away from Washington, D.C. The 
statute provides that hearings may be held at any place in the United States, 
and settled law makes mandatory hearings away from Washington, D.C., upon 

showing of sufficient reasons. The amount provides for anticipated transpor- 
fation and subsistence expenses for Board members, hearing examiners, at- 
torneys, and staff who will participate in the conduct of hearings held outside 
of Washington D.C., or who will be required to go out and take depositions. We 
have no way of determining the locations at which hearings may be held in 
1960, but we believe this to be a reasonable estimate of our needs. 


ig Tra spr rration of things 

The nominal sum of $3800 is requested to defray any costs which may arise in 
connection With the shipment of files, records, documents, or other items required 
in connection with the holding of hearings outside of Washington, D.C. 


04 Communication services 

This includes a total of $4,200, of which $100 is for telegraph services, $3,600 
for local telephone costs, $200 for long distance telephone calls, and $300 for 
airmail, special delivery, and other postage stamps, and to reimburse the Post 
Office Department for the transmission of official Government mail. 


06 Printing and reproduction 

The $3,200 requested for this item includes an estimate of $100 for administra- 
tive forms, letterheads, envelopes, standard forms, ete.; $300 for the annual 
report to Congress; $200 for the printing of regulations and issuances of the 
Board, and for the purchase of copies of public bills and congressional reports ; 
and $2,600 for the printing of findings, opinions, orders, and reports of the 
Board. 
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07 Other contractual services 

The $9,000 requested for this item will provide $200 for the maintenance of 
equipment used in day-to-day operations; $950 for financing the Government’s 
share of the insurance program ; $5,000 for stenographic reporting services ; $400 
for health services provided by Public Health Service; $1,800 for reimbursement 
to Federal Housing Administration of pro rata share of cost of maintaining law 
library facilities in the Lafayette Building ; and $650 for cost of security investi- 
gations of new employees. 
08 Supplies and materials 

The $2,600 requested for this item includes the cost of all office supplies and 
commodities usually required in an administrative agency of this kind. In 1960 
we expect to spend $1,600 for supplies and materials. Our requirements for 
technical materials are estimated at $500 and for newspapers, $500. 
09 Equipment 

The $1,000 requested for this item will provide funds for the purchase of any 
special items that may be required. 
11 Grants, subsidies, and contributions 

The $21,500 requested for this item will finance the Board’s share of retire- 
ment costs as provided by Public Law 854. 
15 Tazes and assessments 

The $100 requested for this item will provide funds for the payment of the 
employer’s tax required to be made to the Director of Internal Revenue under 
the Federal Insurance Contributions Act. 
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Mrs. Ler. The printed blue booklets, the estimates for 1960 give 
the caseload as it existed at the time that this was printed. That was, 
as far as I recall, about last December. I think that they were sent 
over to the Hillearly in January. 

Mr. Tuurser. December 17, actually. 

Mrs. Ler. The ge nental statement which L will read, my pre- 
pared statement, Mr. Chairman, gives you the changed picture in that 
intervening time. Actually there have been a great many things hap- 
pening. 

Mr. Anprews. Are your cases shown on pag S of this justification 4 

Mrs. Ler. Those were the cases, and their status, at the time the esti- 
mates came over in December. The status of cases has now changed 
considerably. 

Mr. ANDR ews. I wish you would take that table of page 5 showing 
the docket of active cases as of December 31, 1958, and cana 7 up to 
date and supply a copy of it to the committee to be inserted im the 
record at this point 

Mrs. LEE. Mr. Chairman, we have an attachment to my pre} } yared 
statement that I was about to read. The attachment gives the current 
status of every case. It isn’t in exactly the same form as the one 
viven in December. 

Mr. Anprews. If your statement has it then that will suffice. 

Mrs. Lex. It may or may not cover what you wish, but you can 
aie : : 

Mr. ANDREWS. Suppose you re ad your sta tement for us at this time. 

Mrs. Ler. I first want to express appre ciation for the chance to 
appear before the committee in presenting our fiscal needs for 1960. 

Are there any brandnew Coneressmen on this cor mittee, Mr. 
Chairman ? 

Mr. Anprews. Mr. Michel, Mr. Weaver, and Mr. Minshall are new 
members. 

Mrs. Lex. Well I dislike burdening those of vou who know the fune 
tions of our Board. with d tay] wb if in VIEW of th: ' 

Mr. Anprews. Your statement is not too long. Suppose you reed it 
as it is. — 

GENERAL STATEMENT’ 

Mrs. Ler. I will dothat, sir. 

The Board serves in a os Seooet hesdiaial capacity in adjudicating cases 
brought under a statute which Congress found necessary “for the se- 
curity of the United States and to the existence of free American in- 
stitutions.” That is the Internal Security Act of 1950. And then it 
was later amended in 1954. 

The Board has no power to conduct investigations and initiate cases 
itself. In other words, we are not an investigative agency. The 
cases are brought by the Attorney General or by on eennctions or in- 
dividuals. I might say that they would only be brought by organiza- 
tions or individuals at a later st: wwe of the proceedings ieee any of 
our cases have as yet reached. We are still in the stage of just having 

cases brought by the Attorney General. 

Accordingly, we estimate our budget needs primarily upon the basis 
of (1) cases already docketed and in which hearings or other proceed- 
ings will be conducted during the fiscal year; (2) work required i 
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defending or supporting in the court of appeals, that is the Circuit 
Court of. Appeals here of the District of Columbia, orders issued by 
the Board; (3) an estimate of new cases that may be filed during the 
year. 

I might mention, Mr. Chairman, at the time I prepared this state- 
ment we needed to send it over by oe Friday and I did not know 
what the estimated caseload of new cases from the Department of 
Justice was. I hadn’t received that afahineiinis I did receive it on 
Tuesday and they estimated probably 12 cases. They are not sure 
that they can bring all of them before the Board, although they have 
- cases, because there are problems particularly since the Jencks 

vase decision on production of FBI records, and they take that into 
sitabdiatind in determining whether or not to produce certain wit- 
nesses, as 1 understand it. 

At the time I wrote this I didn’t know they anticipated 12 new 

ises, and of course it is possible that they might not file that many 
i cause of the production question. 


DISCUSSION OF TILE CASE AGAINST THE COMMUNIST PARTY OF THE UNITED 
STATES 


In its first case, that involving the Communist Party of the United 
States, the Board found that there exists a world Communist move- 
ment, substantially as described in the statute, organized and directed 
by a foreign government. The Board detailed the history of the 
Communist Party in the United States and its relation to the world 
Communist movement. ‘The U.S. Court of Appeals for the District 
of Columbia Circuit affirmed the Board’s order against the Commu- 
nist Party and in so doing held that all pertinent sections of the 
statute were constitutional. 

In other words, after the Board had heard the main case, the case 
of the Attorney General versus the Communist Party of the United 
States of America, the circuit court here found for the Board on all 
of its findings. 

Mr. Anprews. The circuit court upheld the Board ? 

Mrs. Ler. Upheld the Board in all details, that is right. That 
included the constitutional questions. 

As stated in our progress report in the 1960 budget estimates the 
Communist Party case has twice been sent back to the Board. The 
first was a remand by the Supreme Court resulting from challenges 
to the testimony of three Government. witnesses, the basis of which 
Was not in existence when the original proceedings were concluded 
before the Board. 

I might stop right here, particularly for the benefit of any new 
members of this committee, and explain that one of those three wit- 
nesses was Mr. Harvey Matusow, whom you have probably heard of, 

i Mr. Manning Johnson, and Mr. Paul Crouch. There was nothing 
setae ‘ntly in their testimony before this Board at the time this ease 
was being first heard, that indicated that they were not telling the 
truth. However, after the case had left our Board and they were being 
used as witnesses in other Government « ~~ by the Department of Jus- 
tice, for instance, Mr. Matusow said, “I lied in another case, not. this 
case.” In other words, those three people were seriously challenged. 
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When the case got to the Supreme Court, to state it very simply, 
the Supreme Court said that as long as there was any tainted testi- 
mony in the case we do not care to proceed to the other major questions 
such as constitutionality and whether the Government had sustained 
its burden of proof and so forth. 

Mr. Anprews. The testimony of those witnesses was purely cumula- 
tive, was it not 4 

Mrs. Ler. That was the the opinion of the dissenting judges in that 
“ase, 

Mr. Anprews. Justice Clark was the only one who dissented, as I 
recall ¢ 

Mrs. Ler. I think you are right. 

Mr. Anprews. He complained in that dissenting opinion of the 
fact that the case was reversed on purely technical grounds, and he 
further complained because the Court did not go ahead and pass on 
the constitutionality of the act. 

Mrs. Ler. And the sufficiency of the evidence was never reached 
either because the majority said that while the test imony of the three 
witneses was in here, they didn’t want to touch the case. That was 
the remand. They gave the Board the alternative of either recalling 
those witnesses, reopening the case, so that they could be cross-exam- 
ined by the Communist Party, or expunging their testimony. 

The Board decided, without objection from either side, to expunge 
their testimony and then reevaluate the case. The Board did that 
and reached the same conclusion, namely, that the Communist Party 
was a Communist action organization. 

Mr. Anprews. The reversal of that case was hailed by the Com- 
munists of America as a great victory. 

Mrs. Ler. Well, that, sir, I don’t know because at that time I wasn’t 
on the Board. 

Mr. Anprews. I always remember a story in the paper quoting the 
Justice Department lawyer as having said “It was the greatest victory 
that the Communists have had in a decade.” Is that right, Mr. 
Counsel 4 

Mr. Hunver. Yes, that statement did appear in the papers. 

Mrs. Ler. Mr. Hunter has been with the Board since 1950. T came 
with the Board in 1956. 

The second was a remand by the Court of Appeals requiring the 
production of documents in line with the principles of the then recent 
decision of the Supreme Court in Jencks against United States. In 
other words, while the Communist Party case was again on the level 
of the cireuit court in this district, the Supreme Court passed upon 
the Jencks case and enunciated the law in regard to the production 
of documents. In view of that fact the case was again remanded 
to our Board, this time by the circuit court, to comply with the prin- 
ciples of the Jencks decision in regard to the testimony of certain 
witnesses. 

Mr. ANprEws. You mean the circuit court of appeals / 

Mrs. Ler. The circuit court of appeals, sir; that is right. 

After the remand proceedings, the Board in both instances re 
affirmed its determination as to the Communist Party. The report 
of the Board on the second remand: was issued and sent to the court 
of appeals on February 9 of this year. 
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When we sent the budget estimates up to the Hill in December of 
1958, we were still working on the Communist Party case, and a lot 
of other work was being held in suspension of necessity. In other 
words, the Board has to make a finding, if it is going to do so, that 
the Communist Party is a Communist action organization before it 
can make any finding of the fact that an organization is a Com- 
munist front. The organization would have to ‘be fronting for some- 


thing and the something would be the Communist Party. 
EFFECT OF REVERSAL OF COMMUNIST CASE UPON ACTIVITIES OF THE BOARD 


So while that question is before our Board we have to suspend 
all other hearings until that is decided. Then we are free to take up 
our work. That point was reached on February 9 of this year. That 
is why there is quite a difference in the picture between December 1958 
and this report I am giving you now. 

Work in connection with supporting and defending the Board’s 
order through the appellate process, including ultimate decision by 
the Supreme Court, will be an important item in the 1960 fiscal year 
activities. It is only after the Supreme Court affirms the constitu- 
tionality of the statute and affirms the Board’s determination as to 
the Communist Party that the full force of the statute comes into play. 

In other words, the act isn’t in full play really until the Supreme 
Court has passed on the principal case against the Communist Party, 
because all the front cases presuppose that that has been the ultimate 
finding. 

Mr. Anprews. The work of your Board has been slowed down 
considerably by that Supreme Court decision reversing the Com- 
munist case / 

Mr. Gary. It has not been slowed down; it has been halted, as I 
understand it. 

Mrs, Ler. Oh, yes; it was halted; that is right. The reason we 
wot the second remand from the circuit court level was because, while 
the circuit court still had the case, the Jencks decision was rendered. 

Mr. Anprews. That was a decision of the Supreme Court? 

Mrs. Ler. Yes; that was a decision of the Supreme Court. 

Mr. ANpREws. So you have not done too much work in the sub- 
versive Activities Control Board because of the decisions rendered by 
the Supreme Court ! 

Mrs. Ler. There have been long periods of time when our time 
has been wholly consumed working on the Communist Party case 
because we got it back. During these periods of time, we had to 
hold in abeyance all our other work. There have been two of those 
yisodes, 

The second one was concluded on the 9th of February of this year. 

Mir. Anprews. All right. 


CASES ON APPEAL INVOLVING REGISTRATION OF COMMUNIST-FRONT 
ORGANIZATIONS 


Mrs. Ler. While on the subject of the workload in connection with 
judicial review of Board orders, I would like to mention these aspects 
of appellate cases for fiscal 1960. In addition to the Communist 
Party case, there are now pending in the court of appeals eight 
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different cases involving review of Board orders requiring registra- 
tion as Communist- front organizations. 

I might say, Mr. Chairman, to this date every final order of the 
Board requiring registration has been appealed. Every such order 
that the Board has made has been appealed. 

Mr. Anprews. I am sure that every order you make from now on 
will be appealed. 

Mrs. Ler. And, as a consequence, on the circuit court level now 
there are eight Communist-front cases as well as the Communist 
Party of the U.S.A. case, the “party case” as we refer to it, which we 
sent up there on the 9th of February. 

Mr. Anprews. You have had only one case reach the Supreme 
Court, and that was reversed ? 

Mrs. Ler. That was the Communist Party case 

Mr. Anprews. Have you had any other cases reach the Supreme 
Court from the Board ? 

Mrs. Ler. It was remanded, Mr. Chairman, for a purpose, to ex- 
punge testimony of those three witnesses; yes. It was not reversed; 
it was remanded. 

Mr. Anprews. How many cases have been to the Supreme Court 
from the Subversive Activities Control Board ? 

Mrs. Lez. The party ease only. 

Mr. Anprews. That was remanded? 

Mrs. Ler. And the party case probably is now back on its way to 
the Supreme Court. 

Mr. Anprews. All right 

Mrs. Ler. The preparation of legal briefs and arguments in the 
eight cases, or cooperating ad ‘rein with the Department of Justice, 
will be a siz»ble workload during fiscal 1960 for our small staff of 
attorneys. We do a great deal of the work in connection with the 
appellate cases. The Department of Justice assists in that. It is a 
joint effort, but it takes a great deal of time on the part of our 
attorneys. 

Moreover, we anticipate that at least a few more cases recently 
decided by the Board will be the subject of appeal during the coming 
fiscal year. 

As I sav, every registration order that we have issued has been ap- 
pealed. On this page 8 of the justification that vou first turned to, 
Mr. Chairman, in four of the cases that were held in abeyance, there 
is now a final Board order. They have 60 days in which to appeal 
from our Board orders, and the 60 days _ ave not expired. But in all 
probability the four will be appealed as has every other case. If 
that is the case we will have 12 front cases in the cireuit court. 

The cases in the court of appeals, especially at this stage of develop- 
ments under the statute, raise complex legal and constitutional ques- 
tions lacking in pre ‘edent, where euiding Pp rine iples generally cannot 
be extracted from established law. The matter of preparing briefs is 
thus rendered more difficult and time consuming. That is from the 
point of view of the staff of our attorneys, particularly. 

During the period that the party case was back with the Board, it 
was necessary to hold in abeyance proceedings in all other cases. This 
was because, as I have indicated, the other cases involved relationship 
of the organizations with the Communist Party, and an essential 
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element was prior Board determination that the Communist Party is 
a Communist-action organization, as defined by the Internal Security 
Act of 1950. 

When we completed the remand proceedings and reaffirmed our 
finding as to the status of the Communist Party on February 9 of this 
year, all other cases were reactivated. These were five cases involving 
organizations charged with being Communist fronts, and two cases 
involving organizations charged with being Communist-infiltrated 
labor unions, the latter under the amendments contained in the Com- 
munist Control Act of 1954. 

In other words, the Communist-front cases proceed under those 
yardsticks in the 1950 act, and the ones against Communist-infiltrated 
labor unions are under the amending act of 1954. 

Since February of this year we have completed the proceedings in 
four of the front cases and issued orders requiring registration. Hear- 
ings in the two labor union cases were resumed. In one, United Elee- 
trical, Radio and Machine Workers of America, the Attorney General 
on March 20, 1959, moved to dismiss his petition, which was consented 
to by the labor union and, under the circumstances, granted by the 
Board on March 30, 1959. 

There will remain on our docket of previously filed cases at the 
close of the present fiscal year, the case of the American Committee for 
the Protection of Foreign Born, an organization charged with being 
a Communist front, and the case of the International Union of Mine, 
Mill, and Smelter Workers, a labor union charged with being Com- 
munist-infiltrated. 

I might say those are two very long voluminous cases. 

Proceedings in both cases will extend into fiscal 1960, with the latter 
case probably running through most of the year before the final 
decision of the Board will be issued. This is because the hearing of 
the Attorney General’s witnesses and the presentation of his docu- 
mentary evidence, appear to require a considerable number of addi- 
tional hearing days, to be followed by an indicated large number of 
hearing days devoted to the presentation of the union’s witnesses and 
exhibits. That part of the hearing will possibly be held in Denver, 
which is the he: ne irters of the union. 

Some reopening, so to speak, in regard to the Attorney General's 
witnesses might reaul from the Jencks decision. In other words, the 
union lawyers asked for production of witnesses’ FBI reports. A 
decision was anticipated as to whether the principles of the Jencks 

case applied to Board proceedings. Nobody knew how they would 
hold, but it was about to be re nde red by the court of ap ypeals. So 
decisions on production were held in abeyance by the hearing member 
as to what reports the Government would h: ave to produce. 

Now, of course, the applicability of Jencks is the law and there are 
» number of things that might need production, and which might 
reauire testimony in connection with the documents. 

After the evidential hearings are completed, the evidence must be 
reviewed and evaluated by the member of the Board conducting the 
hearing and his recommended decision issued. Both parties—the 
Attorney General and the union—will then be given the opportunity 
to file exceptions to the recommended decision and thereafter to be 
heard in oral argument before the full Board. This procedure, 
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which is applicable to each of our cases, conforms with the require- 
ments of the statute and of the Administrative Procedure Act. 

Our budget estimate for fiscal 1960 is based upon the continuation 
of the policy whereby the members of the Board themselves conduct 
the evidentiary hearings in as many cases as practicable. This will 
apply to the two cases I have just mentioned. Also, some of the eight 
cases now in the court of appeals are subject to being remanded to 
reopen the hearings for the production of documents, as was the 
Communist Party case. 

The circuit court of course is not going to take up those eight cases 
they have so ruled—until the Communist Party case has left the 
level of the circuit court and is on its way to the Supreme Court. 
Once it has done that then they will take up these eight cases. 

Under the Jencks rule some of those night have to come back 
to the Board. If so, they probably would have to be reopened in 
regard to the production of certain documents and recalling of cer- 
{ain witnesses. As far as possible, individual Board members will 
conduct. those hearings; that is, the cases on appeal, if they are re- 
manded to us on the production question. 

It is felt that in view of the dismissal of the petition of the At- 
torney General against the United Electrical, Radio and Machine 
Workers of America on March 30, 1959, and with individual Board 
members continuing to conduct hearings, one hearing examiner will 
be sufficient to handle our carryover workload and a very few new 
eases started during the new fiscal year. 


POSSIBILITY OF REDUCED APPROPRIATION REQUIREMENTS FOR 1960 


I want to say this, Mr. Chairman: On my own initiative, and after 
discussing it with our Board, and before I was advised this week 
that the Attorney General might file as many as 12 new cases this 
fiscal year for which this budget is being built, I felt that probably 
we could get along with one instead of two hearing examiners, which 
would account for about $13,000 personal services. I thought also 
that we could probably get along with $20,000 in travel funds instead 
of $30,000, That was all predicated on the dismissal of the United 
Electrical case which was being tried in New York City. That 
would have been a very, very long case. It would have easily con 
sumed $10,000 by itself in travel funds and taken the entire time of 
one of our Board members. 

Now, when the Government dismissed that case it seemed to me 
that an estimated $10,000 of our total for travel was not needed, and 
that the member whose time would be completely taken up in that 
case was again free to act as a member-hearing examiner in other cases. 
So as you will see, as I come to the end of this statement, I suggest that 
we probably could get along with $23,000 less. 

I will admit that that was before I heard that 12 new cases might 
be filed. I had no information to that effect as of last Friday when 
this had to come to your committee. If they do file a substantial 
number of cases, then I am not sure that it would be wise to suggest 
that we try to get along with $23,000 less than is in our original esti 
mate. 

Mr. Anprews. Do you mean that the committee can reduce your 
budget by $23,000 ? ' 
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Mrs. Lex. That is what is in this presentation. 

Mr. Anprews. That isa very refreshing statement. 

Mrs. Ler. We did advise the Bureau of the Budget that that was 
my feeling. They stated that they had no objection to my making this 
presentation to the committee. 

I have mentioned that since that time the Department of Justice 
said that they may send over 12 new cases if they can get the witnesses 
that they need to prove their cases. If they should send over say eight 
or nine, then I think we would have a hard time to get along without 
that $23,000. But that is something you cannot be sure will eventuate. 

I almost prefer to try to get along with the least we can but if the 
unexpected does happen, or if the “Department of Justice does file 
that many cases, and some of them have to be tried in far-off places, 
which could happen, then of course we would have to come back to 
the Congress and tell you our new situation. 

Mr. Anprews. All right. 

Mrs. Lee. The number of employees of the Board is kept at a mini- 
mum by assigning various functions to each person. For instance, one 
budget director and his assistant handle all of the bookkeeping, budget, 
payrolls, procurement, travel, and leave. 

Because of these very recent developments affecting our caseload, 
previously mentioned, and the substantial participation in the evi- 
dentiary hearings by Board members, and the consolidation of staff 
assignments, it 1s now believed that we will be able to operate in 1960 
with a lesser amount than the $400,000 approved for us in the Presi- 
dent’s budget. Specifically, it is believed that we can get along with 
$13,000 less for personal services and with $10,000 less for travel 
expenses. As a result of the recent action by the Attorney General 
in requesting dismissal of the United Electrical, Radio & Machine 
Workers of America case, where $10,000 in travel expenses was an- 
ticipated, it is now believed that not more than $20,000 will be required 
in 1960 for all travel expenses. 

Thank you, Mr. Chairman and gentlemen of the committee, for this 
opportunity to appear before you and outline our appropr iation needs. 

Mr. Gary. On the other hand, if the Supreme Court of the United 
States declares the act unconstitutional, you will not have anything 
to do, will vou? 

Mrs. Lee. That is true, sir. 

Mr. Gary. When do you estimate the Supreme Court might render 
its decision on the case now pending in the circuit court of appeals? 

Mr. Hunver. The present estimate is that the court of appeals will 
complete its review before it recesses this summer, which possibly 
could mean a decision from the Supreme Court by the end of its term 
in June 1960. That is a close schedule, but it is possible, depending 
upon how long the Court gives for briefing. 

Mrs. Ler. They could render the decision in the main case, sir, by 
June of 1960, 

Mr. Gary. Are you going to have to mark time from now until 19604 

Mrs. Ler. No, sir. We only had to mark time on the level of the 
Board while the Communist Party case was with us. Having ren- 
dered our decision, and it being up on appeal. we are now free to go 
forward with other work on our level. The circuit court only has to 
thark time according to its statement until the Communist Party case 
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has cleared the circuit court and it is on its way to the Supreme Court. 
Then they pick up all those cases that are up there on appeal. 

As I say, some of them might have production questions on whic} 
the Court might send them back to us to open up for the produc shale 
of documents and cross-examination in regard to credibility under the 
principles of the Jencks decision. 

Mr. Fenton. May I ask, Mr. Chairman, whether they have very 
much new evidence in that Communist case to change the testimon Vv 

Mrs. Ler. Are you talking about the main case, sir ¢ 

Mr. Fenton. Yes, when you sent it back up. 

Mrs. Ler. No; it was remanded to us by the circuit court just in 
recard to 2 witnesses out of about 23 witnesses. 

One witness was recalled and ¢ Ss and the other witness 
was very ill — could not be present. But certain documents and 
FBI reports and disk recordings were put in evidence in regard to 
this man who was not available because of ill health. It didn’t change 
the decision of the Board. 

You see, on these remands. we don’t put in 

Mr. Fenron. Now the Supre ne Court will have to pass on that / 

Mrs. Ler. Yes; that’s right, on basically the case as it was tried 11 
the first pla A, 

Mr. Anprews. Have vou finished your general statement, Mrs. Lee? 


Mrs. Ler. Yes, sir 


DISSENTING OPINION IN THE SUPREME COURT ON THE CASE AGAINST Ti 
COMMUNIST PARTY OF THE UNITED STATES 


Mr. Anprews. Without objection we will insert. in the record at 
this point the dissenting opi nion of Justice Clark in the case of the 
Communist Party of the United States of America, petitioner, against 
the Subversive Activities Control Board on writ of certiorari to the 
U.S. Court of Appeals for the District of Columbia Court 

(The opinion referred to is as follows :) 


SUPREME COURT OF THE UNITED STATES 


No, 48.—October Term, 1955 


Communist Party of the United States of America, Petitioner v. Subversiv 
Activitics Control Board. On Writ of Certiorari to the United States Court of 
Appeals for the District of Columbia Circuit 


{ April 80, 1956] 


Mr. JUSTICE CLARK, with whom Mr. Justice ReEep and Mr. Justice MINTON 
join, dissenting. 

On November 22, 1950, the Attorney General petitioned the Subversive Activi 
ties Control Board for an order directing the Communist Party to register as ; 
Communist-action organization, pursuant to the provisions of the Internal Se 
curity Act of 1950. On April 20, 1953, the Board unanimously directed the Con 
munist Party to register, finding “upon the overwhelming weight of the evider 
* * * {the Communist Party] is substantially directed, dominated, and controlled 
by the Soviet Union * * * and * * * operates primarily to advance the objec 
tives of such world Communist movement.” 

Nearly two years later, while the matter was before the Court of Appeals, the 
Communist Party filed a motion for leave to adduce additional evidence under 
§ 14 (a) of the Internal Security Act. The “new evidence” attacked the credi 
bility of witnesses Crouch, Johnson, and Matusow, 3 of the 22 witnesses for the 
Government. The motion charged that Crouch and Johnson had perjured them 
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selves in their testimony in such other cases as United States v. Kuzma, United 
States v. Bridges, In re Bruck, and United States v. Weinberg. It also charged 
that Matusow had recanted his testimony in Communist cases and was writing 
a book entitled ““Blacklisting (or Blackmailing) Was My Business.” 

The Board opposed the motion, stating that the testimony of the three witnesses 
could “be ignored in toto and the ultimate determination * * * will remain amply 
supported by exidence both testimonial and documentary in character * * *, The 
[Communist Party] would still be found a Communist action organization by 
overwhelming evidence.” 

The Court of Appeals denied the motion without opinion. However, in its 
opinion on the merits the court pointed out that similar attacks had been made on 
the credibility of these as well as other witnesses before the Board. For example, 
in 194 pages of cross-examination before the Board, the Party charged that 
witness Johnson had committed perjury in United States v. Nelson, In re Yannish, 
In re Doaytryshyn, United States vy. Hisler, and in testimony before the Un- 
American Activities Committee. The 112-page cross-examination of Matusow 
likewise was largely devoted to charges of perjury before various boards and 
committees. Crouch was cross-examined for 810 pages, practically all of which 
was devoted to an attack on his credibility through his testimony in other pro- 
ceedings. As the Court of Appeals concluded, “Full opportunity for cross- 
examination of these witnesses was afforded at the hearing before the Board 
ind full opportunity was afforded for the presentation of rebuttal testi- 
mony * * *, Moreover the testimony of witnesses against whom charges are 
said to have been made was consistent with and supported by masses of other 
evidence.” Not only did little of the cross-examination relate to the evidence 
offered on direct, but the Party introduced only three witnesses in rebuttal and 
jone refuted any specific testimony of the witnesses now challenged. The Court 





if Appeals affirmed the issuance of the order by the Board. 

The Communist Party brought the case here on April 13, 1955, by petition for 
eertiorari. The relative unimportance of this motion in the eyes of the Party is 
hown by the fact that its 151-page petition devotes but 2 pages to a discussion of 
this point. The Party brief devotes only 4! of its 270 ages to the motion. 
Still the Court now says the Court of Apeals “erred” in its denial of the motion 


remands the case directly to the Board for it to determine again the credibility 
if these three witnesses. It refused to pass on the important questions relating to 


utionality of the Internal Security Act 


the consti f 1950, a bulwark of the con- 
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onal progral ( bat t Believing that 
he Court here disregards its plain responsibility and duty to decide these im- 

rrant constitutionsl questions, | cannot join in s action. 
lL have not found any ease in the history of the Court where important constitu- 
inl issues have been avoided on such a pretext. Certainly Peters v. Hobby, 
#) U.S. 351, is no authority for this action since that case could be and was 
nally disposed of without reaching the constitutional issues. Here the case will 
be finally decided only after our decision on the constitutional questions. The 
iction today is taken merely for delay and can result only in the Board reaffirming 
the action. In fact it so advised the Court of Appeals and that court found all 
the testimony of the questionable witnesses was supported by “masses of other 
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The allegations of the motion itself are entirely inadequate in that they point 


to no particular testimony before the Board as being false. There is no offer to 
lisprove any testimony given, and no fact at issue in the proceeding is contro- 
verted. As to Crouch and Johnson, the motion merely cites additional cases in 
which it is alleged that their testimony was conflicting. These allegations are 


purely cumulative of the witnesses’ cross-exumination before the Board. With 
regard to Matusow the motion mentions only newspaper reports and a press 
release referring to the statements of certain persons that Matusow had told them 
that he had lied. Ignoring the obvious inadequacy of this allegation, we may 
take Judicial notice of the two cuses where Matusow submitted affidavits stating 
that he had lied during the trial, United States v. Jencks and United States v. 
Flynn. Inthe Jencks case the trial judge concluded Matusow had been paid by a 
‘communist source to recant and that his original testimony was true. The motion 
based entirely on Matusow’s recantation was denied. This was affirmed by the 
Court of Appeals, Jencks v. United States, 226 F. 2d 540, cert. granted, 350 U.S. 
980. In the Flynn case, 130 F. Supp. 412, the trial judge denied a similar motion 
as to 11 of the 13 defendants. Two of the defendants in Flynn were granted a 
new trial only because Matusow had testified specifically to private conversations 
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with these defendants which demonstrated their advocacy of the forcible over- 
throw of the Government. Matusow’s general testimony against other defendants 
was not disturbed. These cases make it clear that, except for the special circum- 
stances of two defendants in the Flynn case, the lower courts have not granted 
new trials in criminal proceedings despite the retraction by Matusow of specific 
sworn testimony given at the trials. See also United States v. Parker, 103 F. 
2d 857. But these were criminal cases where proof of guilt must be beyond a 
reasonable doubt. Here only a preponderance of the evidence is required. 

Motions to adduce addition: il evidence under § 14(a) are similar to motions 
to adduce evidence under § 10(e) of the NLRA and the scope of our review is the 
same. Such motions are addressed to the sound discretion of the Courts of 
Appeals. In order to reverse we must find more than that the court below erred, 
because it “must not only have been in error, but must also have abused its 
judicial discretion.” Labor Board v. I. & M. Electric Co., 318 U.S. 9, 16. In 
this case the motion itself was wholly inadequate and even if the testimony of all 
three challenged witnesses were omitted from the record the result could not have 
been different. There is no reasonable basis on which we could say that the 
Court of Appeals has abused its discretion. 

I abhor the use of perjured testimony as much as anyone, but we must recog- 
nize that never before have mere allegations of perjury, so flimsily supported, 
been considered grounds for reopening a proceeding or granting a new trial. The 
Communist Party makes no claim that the Government knowingly used false 
testimony, and it is far too realistic to contend that the Board’s action will be 
any different on remand. The only purpose of this procedural maneuver is to 
gain additional time before the order to register can become effective. This 
proceeding has dragged out for many years now, and the function of the Board 
remains suspended and the congressional purpose frustrated at a most critical 
time in world history. 

Ironically enough, we are returning the case to a Board whose very existence 
is challenged on constitutional grounds. We are asking the Board to pass on 
the credibility of witnesses after we have refused to say whether it has the power 
to do so. The constitutional questions are fairly presented here for our deci 
sion. If all or any part of the Act is unconstitutional it should be declared so 
on the record before us. If not, the Nation is entitled to effective operation of 
the statute deemed to be of vital importance to its well-being at the time it was 
passed by the Congress. I would decide the questions presented by this record. 


Mr. Gary. Did any of the other Justices concur in that opinion? 

Mr. Anprews. Yes, Reed and Minton. 

Mr. Gary. I would like to have that on the record. 

Mr. Anprews. Mrs. Lee, is there any necessity for legislative action 
to make effective the intent and purposes of the Internal Security 
Act? 

Mrs. Ler. Mr. Chairman, I would say that will depend on the ulti- 
mate decision by the Supreme Court on the Internal Security Act of 
1950 and its amendment of 1954. If they do find it unconstitutional 
for certain reasons, just assuming this for the sake of argument. 
then there would be the distinct possibility that the Congress might 
want to amend the act in a way to avoid the points that the Court 
found were unconstitutional. 

At this stage I don’t know that I could make any suggestions along 
that line, sir. I think it is mostly a matter of waiting to see what 
the Court holds. Mr. Hunter, do you care to comment on that 
question ? 

Mr. Hunter. I think it is correct, Mr. Chairman, that the court 
of appeals having upheld the constitutionality, there is no suggestion, 
may I say, that I would make as to changes in the law at this time. 

Mrs. Ler. You see, the circuit court of appeals in the District is a 
panel of three judges and they have held twice now that the act is 
constitutional, so what we have to wait for, in deciding whether 
remedial legislation would be necessary I eo would be the ulti- 
mate deci ision of the Supreme Court on the main points of the case. 
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TRAVEL EXPENSES 


Mr. Anprews. How can you justify a request for $30,000 for travel 
expense in 1960 when your actual requirements in 1958 were only 
$1,411 

Mrs. Lee. We didn’t go any place in 1958, sir, because you see the 
second remand came back to us, as I remember, initially on January 
8, 1958. So most of the year 1958 we were working on the main 
party case, and we couldn’t move on any other case. 

Mr. Anpvrews. If you don’t get a favorable decision from the 
Supreme Court before the end of 1960 do you anticipate you will 
need $50,000 for travel ? 

Mrs. Ler. Well, I reduced that request in view of the dismissal of 
the Government’s case against the United Electrical Workers, to 
$20,000, Mr. Chairman. I anticipate for budget. purposes that the 
mine, mill case, which is the other labor union case, will easily take 
$10,000 or maybe $12,000 in travel funds. 


OTHER CONTRACTUAL SERVICES 


Mr. Anprews. What is the reason for a request of $9,000 for “Ob- 
ject 07, other contractual services” when your actual experience has 
been from about one-third to one-half of that amount ? 

Mrs. Ler. I will let our Budget Director answer that, Mr. Chairman. 

Mr. Trurser. We have been fortunate in getting what constitutes 
free contracts for reporting services each year. Each year invitations 
to bid are issued and the reporting services have been bidding on 
a basis so that we get sufficient copies of the transcript at no cost. We 
are not sure that we will get it each year, SO Wwe have included under 
OT an item to cover what we think would be the reasonable amount 
for that particular service should we not get a free contract. 

Mrs. Ler. Mr. Chairman, that is object 07. Under that broad title, 
various things are included. The maintenance of equipment. That 
is not a very large amount. The Government’s share of group life 
insurance. Services performed by other agence les in which we par- 
ticipate, such as the health services for our employees. I think we 
pay on a per capita basis. 

Mr. Trrurser. It is on a pro rata basis by the number of partici- 
pating agencies and the people they have in the building. 

Mrs. Ler. Rather than maintaining our own law library, we are 
using the library of the Federal Housing Administration. We pay 
them on the basis of so much per attorney. It is very much cheaper 
than buying the lawbooks and attempting to maintain our own 
library. Payment for security investigations in regard to hiring new 
employees that need a security check comes out of that. Then the 
reporting service. Each year we call for bids for the reporting service. 
There have been times in the history of the Board where the Board 
had to pay for its copies. 

For about 8 years I think, possibly 4, we have been fortunate in 
getting a bid from someone of the reporting services to furnish the 
copies that the Board needs for free. Then they charge the Depart- 
ment of Justice for the copies they need and the respondents and 
then anybody else who wants to buy them. Of course it is always 
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2 gamble as to whether we will get a free bid for ourselves. If we 
don’t, that item alone is very apt to be $10,000. We don’t have that 
in this budget if that happens to us. 

So those are the items that come under that object 07, Mr. Chairman, 


STATUS OF EXPENDITURES 


Mr. Anprews. Could you tell me how much unexpended balance 
you had at the end of fiscal 1953? 

Mr. Tirurser. $50,000 in round figures, sir. 

Mr. Anprews. What do you anticipate for fiscal 1959? 

Mr. THourper. $51,000, sir. 

Mr. ANDREWS. So you have been oper: iti ne comfortabl i\ with a 

$50,000 cushion for the last 2 years ? 

Mr. THurrer. Y es, but because the remands of the Communist Party 
ease, which Mrs. Lee has mentioned, necessitated postpane nent of 
other cases resulting in reduction in travel and other expenses. 

Mrs. Ly E. You see, We have been riveted righ { here to W a hineton 
with this remand. 

Now the moment we get into action, say, if the member who is 
trying the mine mill case determines, for instance, that the respondent’s 
case must be tried in Denver, his expenses will run between $1,500 
and $2,000 a month for every month that he is on the road. That is 
just about what they run, the per diem and the transportation. They 
bring their assist nt who acts as the clerk of the Court. Sometime S, 
on oceasions, they need the assistance in researching the law of one of 
our attorneys. So if you get a case out on the road, so te be ct, Vou 
start to use your travel money very quickly. 

Mr. Gary. Mrs. Lee, Lb und 
the U.S. Supreme Court you are now Oj erating in an atmosphere of 
uncertainty, suspension, an d hope ‘lessness. Is that correct / 

Mrs. Ler. Sir, I would say that ever since I have been on the Board 
and I went in on September 1956—it has been an atmosphere of 
uncertainty, but as far as I am econ —— I have never felt any | lope- 
lessness about it. It seems to me that the } purpose behind the Inte ral 
Security Act of 1950 as it affects this Boare I. the purpose ¢ fC maress 


er stand that hecanse of © CeCI=I¢ ray 


was a very effective one: the purpose of revelation: the purpose ot 
registration in the war against internal communism. 


CONSTITUTIONALITY OF INTERNAL SECURITY A 


Mr. Gary. Unless the act is declared constitutional your work is 
hopeless. 

Mrs. Lee. It is difficult to anticipate that decision. They might 
declare that it was unconstitutional because of points 2, 3, or 4, for 
instance. Those could perhaps be remedied by the Congress. You see, 
there are a great many points involved. No, I wouldn’t say it is hope- 
less at all. I would think that the Congress could undoubtedly develop 
an act that would meet the objections, but you can’t antic pete. - at. 
As I say, the Circuit Court has twice found the act. as it » be 
constitutional. 

Mr. Gary. Let us say then confusion and frustration. Certainly 
there must be frustration when your main case has been sent back to 
you twice by the upper courts without passing upon the constitution- 
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ality of the act. As Justice Clark said they referred it back to you for 
a further decision without even recognizing your authority to make 
the decision. 

There must be an element of frustration in it, to say the least. 

Mrs. Ler. I wouldn’t say there was no frustration, sir, but when 
you have practiced law as long as I have, and I hate to tell you how 
far back I go, you don’t find t that is too devastating if there is a job 
tobe done. At Jeast, that isthe way I have felt about it. 

Mr. Gary. I just wish the Supreme Court would let you do your 
job. That is the way I feel about it. They should go ahead and de- 
cide upon the constitutionality of the act and let you do the om which 
the Congress intended and which is a very essential job for the pres- 
ervation of this Union. If we don’t do something about outbanas these 
Communists, we are going to wake up one morning to our sorrow 
and find ourselves in a deplorable situation. I see no reason for fight- 
ing them on the international front and then letting them take over 
internally. 

I, for one, feel that the intent of the Congress should be carried out 
so far as this law is concerned. If the Supreme Court thinks the law 
is unconstitutional, let them say so, and let us pass a constitutional 
uct. If the act is constitutional, they ought to so declare and let you 
do the job. 

That is all [have tosay. 

(Discussion off the record. ) 

Mr. Anprews. Dr. Fenton 


PI NDING CASES 


Mr. Fenron. Yes, Mr. Chiirman. I am one of the members of the 
subcommittee who does not happen to be an attou ney. I agree with 
my good friend across the table, Mr. Gary, that there is some frustra- 
tion to the ahaa mibiect. I um looking at your attachment that you 
submitted to the committee, and there are four items, 1, 2, 3, 4. One 
is “ordered to register as Cominunist-front organization.” 

You list the Communist P:irty of the United States. That is the 
very first case that you had staited 

Mrs. Ler. That is the P arty case, sir. 

Mr. Fenron. According to the asterisk it is now pending judicial 
review in the U.S. Court of Appeals for the District of Columbia. 
Mrs. Ler. Now in the cireut court, sir, that is right. 

Mr. Fenron. And the same applies to all of the cases listed under 


Mrs. Ler. Well, the first eigh., sir, are in the same situation, namely, 
in the circiut court. The last four have been decided by the Board, 
but the appeal time has not expired. It is very possible that they 
will join the eight. 

Mr. Fenron. They have 60 da js? 

Mrs. Ler. They have 60 days from the time of the order, and that 
time has not elapsed. 

Mr. Fenron. Then the three were dismissed. Do I understand by 
that, you have thrown up your hands and quit on that? 

Mrs. Ler. Well, the history is a little different in various cases. 
In the first case, the organization Was dissolved by the State of New 
York. That is a very old case and T ani not familiar with all of the 
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ins and outs of it. It was an insurance company. ‘The Insurance 
Commissioner brought a proceeding, I believe, to put this organization 
out of business and eventually succeeded. 

Mr. Hunter. That is correct. 

Mrs. Ler. So it was dissolved by State court action. 

There are two cases where the Attorney General did not get service 
on the organization before it went out of existence, so there was no 
jurisdiction obtained. You would have no choice there. 

Now the other six have been dismissed on motion of the Attorney 
General. He is the one who brings the case. He is the one who must 
prove it. Nobody else could, you see. For various reasons in those 
six cases he decided to dismiss the case. 

Mr. Fenron. Not choosing to take it any farther? 

Mrs. Ler. That is right. If he decides to dismiss the ease and he 
hasn’t put on his case yet, of course there is no case before us. 

Mr. Fenron. Your item “pending completion of hearings,” what 
is that ? 

Mrs. Ler. Item 4? 

Mr. Fenron. Yes. 

Mrs. Lee. The first case is an organization alleged by the Attorney 
General to be a Communist front, a very active organization, that you 
prob: ibly read about occasion: ally in the papers. The second case is an 
organization alleged by the Attorney General to be a Communist in- 
filtrated labor union, a very large union. It operates all through the 
Rocky Mountain States. Those are both very long and rather com- 
plicated cases, 

Then, of course, the Attorney General has advised me this week 
that there is a possibility that they may have as many as 12 for this 
fiscal year. What cases they are or where the y may be tried, I have 
no way of course of knowing. 

Mr. Fenron. So, of course, you have utilized a lot of time on those 
cases that are dismissed, have you not ? 

Mrs. Ler. I will have to ask Mr. Hunter because most of them are 
old cases, "way back before I was on the Board, Doctor. 

How about the Joint Anti-Fascist Refugee Committee / 

Mr. Hunter. On some of those cases, sir, the organization appeared 
before the Board and claimed to have gone out of existence com- 
pletely. The Board held hearings to determine whether they had in 
fact gone out of existence before the Attorne *y General had actually 
served them, or whether that was a smokescreen, so to speak. In the 
ones that were dismissed, it was determined on the basis of evidence 

satisfactory to the Board, that before the Attorney General had 
actually served anybody they had gone out of existence. 

The next group of cases also involve claimed nonexistence but were 
in existence when the Attorney General filed the petition against 
them. Although they claimed that the Board had no jurisdiction 
the Board ruled that they did have jurisdiction and set them for 
hearing. 

Later the Attorney General came in and in effect withdrew his 
petition saying that the Attorney General, having investigated 
determined that the organizations no longer exist, that there is no 
danger to the country. The Board did not rule in that connection. 
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The effect of the Board’s ruling was, if I may put it in these anala- 
gous words, that if the prosecutor can’t prosecute, there is nothing 
th: it can be done. The Board granted the Attorney General’s motion 
to dismiss. 

Mr. Fenton. I appreciate your testimony, Mrs. Lee, as always. It 
has been very thorough. I think the purpose of the Board is won- 
derful. I hope that the Supreme Court will hurry along and make 
a provision so that you can function more properly. 

Mrs. Ler. Mr. Chairman, are we off the record? Could I go off 
the record ¢ 

( Discussion off the record. ) 

Mr. Anprews. Back ontherecord. Mr. Michel? 

Mrs. Micuex. I want to say by way of observation that this agency 
is certainly one in which I have more than a passing interest. I came 
down to Washington 11 years ago with a man whose motivation to run 
for Congress was prompted by “what he knew of the Communist con- 
spiracy when serving in the FBI. I am speaking of Judge Velde. 

Then having served in his office when he was chairman ‘of the Un- 
American Activities Committee, and ranking member when Judge 
Wood was chairman, I am certainly quite well aware of the events 
leading up to the setting up of the Board in the first instance by the 
Congress. 

I might say that it is a revelation to me to hear by the testimony 
here what a real problem we have in the slow moving wheels of the 
judiciary, and particularly recent decisions of the Supreme Court. 
It seems to me that you people, the Subversive Activities Control 
Board ought to be given the opportunity to proceed with your respon- 
sibility. 


BASIS FOR DISMISSING THE U NITED RADIO AND MACHINE WORKERS 


The one question I wanted to ask of you, Mrs. Lee, is: Do you know 
on what ground the Attorney General dismissed the case in the United 
Radio and Machine Workers case ? 

Mrs. Lee. I have to draw upon my memory, sir. One of the reasons 
was that he stated in effect that a great many of the Communist 
forces in the union had pulled away from the union and were no longer 
in there. That was one of the reasons. Also, some of the witnesses 
that he had expected to be able to use to help with his case he said were 
unavailable. Now of course we don't know the reason for the unavail- 
abilitv. That L think was the gist of 


SITUATION IN THE MINE AND SMELTER WORKERS CASE 


Mr. Micuen. And the case against the Mine and Smelter Workers? 

Mrs. Ler. That is proceeding. 

Mr. Micne. That is the one that may very well cause you to spend 
you say roughly $10,000 ? 

Mrs. Ler. Tea. Governor Cherry is a member of our Board who 
is trying that case on the evidentiary level, instead of using a hearing 
examiner. He has heard a great deal of testimony in Washington. 
Because of the Jencks decision and the production question he may 
have to hear quite a good deal more. 
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Then the time will come to put. on the respondents case, the organ- 

ations, and their headquarters is Denver. They undoubtedly will 
‘eee a very prolonged case. The Government has had one. You see, 
if the case goes to Denver he will have to come back once jn a while 
for Board meetings, or to join the Board when we are sitting en bane 
on some other matter. He can’t just go out and st: LV there perma 
nently. Sometimes you have to come back because of the unavailability 
of witnesses when you can’t have them now and you can have them 
t weeks from now. There are all of these practical problems of trial 
procedure. 

Mr. Micuen. Although he would plan to go there as an economy 
measure rather than eon? the witnesses come here’ Is that one 
of the considerations or is it absolutely necessary ‘ 

Mrs. Ler. It is necessary wiih the decisions, sir, upon proper show- 
ing. There have been decisions that held that “Big Government” 
could not force the private citizen to come to Washington to defend 
himself: and that “Big Government” had to go to the private citizen, 
I have a brief if you are interested in this point. So it is settled law 
that we cannot force people to come here. If they say, “Our witnesse 
are all in Denver, that Denver is very convenient,” that they don’t 
have the money for the transportation of witnesses and records, we 
must go to the pl: ice that serves the convenience of the other party, 

Mr. Micnen. You have the authoritv, however, to pay travel for 
witnesses, do you not / 

Mrs. Ler. To bring them all here / 

Mr. Mrenen. Yes. 

Mrs. : wee. Have we, Mr. Hunter? 


Mr. Hunrer. The Comptroller General has ruled that 1f there is a 
ne made by a respondent that they do not have the funds, the 
Board under a subpena ean pay the transportation. That, of course, 


doe not answer the problem of oOmeone saving, A \}] of Our neces 
sary records are 2t our | eadquarters and there are truckloads of them.” 
and so forth. 

Mr. Micnen. Which ae se / 

Mrs. Ler. W hie h is the Cc , ot Mine ana Mill. That is the head 
quarters office. All of the ited live in Denver and Utah. 

Mr. Hunter. It might del: avy things bringing all viel it here. 

Mr. Micuent. From a very practical standpoint even dicta you are 
talline about $10,000 or $12,000, it is still « ‘heaper to h old your hearing 
in the field in this particular instance ? 

Mrs. Ler. Probably that is so. We have never tried the other meth- 
od on a big case but there are those decisions that say you could not 
require them to come to Washineton. 

Mr. Micren. I would be interested in that brief. 

Mr. Anprews. Mr. Shelley ? 

Mr. Suetiry. Mr. Chairman, I regret very much that I came in 
at this point but IT don’t want to rehash what has gone on. I was tied 
up in my other subcommittee. We were going over the Burean of the 
Census downstairs. 

Mr. Anprews. Thank you very much, Mrs. Lee. 
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Turspay, Aprin 28, 1959. 


EXECUTIVE OFFICE OF THE PRESIDENT 
WITNESSES 
MAURICE H. STANS, DIRECTOR, BUREAU OF THE BUDGET 
ELMER B. STAATS, DEPUTY DIRECTOR 
W. H. ZIEHL, ADMINISTRATIVE ASSISTANT 
WwW. F. McCANDLESS, ASSISTANT DIRECTOR FOR BUDGET REVIEW 
WILLIAM F. FINAN, ASSISTANT DIRECTOR FOR MANAGEMENT AND 
ORGANIZATION 
GEORGE G. MULLINS, CHIEF, PROPERTY AND SYSTEMS MANAGE- 
MENT GROUP 


Mr. Anprews. We have before us the representatives from the 
Bureau of the Budget: Mr. Maurice H. Stans, Director; Mr. Elmer 
B. Staats, Deputy Director; and Mr. W. H. Ziehl, Administrative 
Assistant. 

COMPENSATION OF THE PRESIDENT 


Program and financing 


1958 actual 1959 estimate | 1960 estimate 
im by ac ( it ( I 1 
itio $150, 000 $150, 000 $150, 000 
k icil {pp t ew obligational authority 150, 000 150, 000 150, 000 


Odbj« ct classification 


There are three items, gentlemen, that require very little discussion. 
Mr. Stans may want to speak to the three. One is compensation of the 
President, an item of $150,000 including an expense account of 
S50.000. 

Mr. Srans. Those are statutory items, Mr. Chairman. I have no 
further comment. 

Wutre House Orricr 


Program and financing 


ictual | 1959 estimate | 1960 estimate 
im t wtivi \ 1 lol n 2 l ) $ 2 0) $2, 221. 000 
Financing: New ob] ional authority 2, 051, 970 2, 152, 000 2, 221, 000 


New obligational authority 
Appropriation $2, 051, 970 $2, O51, 97 92, 221, 000 
Proposed supplemental due to pay increases 100, 030 
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Object classification 


1958 actual | 1959 estimate | 1960 estimate 


Total number of permanent positions 270 272 272 
Full-time equivalent of all other positions 7 6 6 
Average number of all employees : : 272 274 27 
Number of employees at end of year 279 278 278 
Average GS grade and salary.-.---.---. eee ‘ sa 6.8 $5,257 | 6.8 $5,863 | 6.8 $5, 863 


01 Personal services: 


Permanent positions $1, 605, 164 $1, 707, 665 $1, 767, 665 
Positions other than permanent 82, 337 75, 000 75, 000 

Other personal services j 60, 936 95, 500 104, 500 

Total personal services | 1, 748, 437 | 1, 878, 165 1, 947, 165 

02 Traveling expense of the President. 32, 140 40, O00 40, 000 
Other travel ; 8, 205 25, 000 25, 000 

04 Communication services 58, 879 50, 000 50, 000 
05 Rents and utility services 2, 830 +, 000 4, 000 
06 Printing and reproduction 46, 388 30, 000 30, 000 
07 Other contractual services 4 6, 805 5, 386 5, 500 
Services performed by other agencies. _- ; 1,614 1, 500 

08 Supplies and materials. 48, 056 30, 000 30, 000 
09 Equipment . 12, 599 15. 000 10, 000 
11 Grants, subsidies, and contributions : 80, 055 66, 835 71, 835 
15 Taxes and assessments ake a 7, 576 6, 009 6, 000 
Total obligations... . ta ee alan ie 2, 051, 970 2. 152, 000 2, 221, 000 


Mr. Anprews. The next item is the White House Office. The 1960 
request is for $2,221,000, which is an increase of $169,050 over the 
1959 appropriation, which was $2,051,970. 

Mr. Srans. That is correct, sir. I should point out that of that 
increase, approximately a hundred thousand dollars is the result of 
pay increases legislated by Congress. The actual increase in 1960 
over 1959 is $69,000. That provides for the same number of posi- 
tions as in 1959, 272 permanent positions in both years and 274 average 
employees. 

Mr. Anprews. No increase in personal services and taxes on salaries? 

Mr. Srans. The increase of $69,000 is in those items and, of course, 
the contribution to the retirement fund. 

Mr. Weaver. The item for compensation of the President includes 
$50,000 expense allowance, and the appropriation for the White House 
Office provides official entertainment expenses. 

What is the difference there? Would they both not be official 
expenses, particularly if the one was nontaxable ¢ 

Mr. Srans. All I can say is I think they are both statutory items. 

Mr. Weaver. In other words, that is just the way it was written. 

Mr. Stans. That is right. 

Mr. Anprews. Are there any questions about this item / 

Mr. Suetiey. I have a few questions, Mr. Chairman. 

Mr. Anprews. Mr. Shelley. 


COMPARISON OF WHITE HOUSE, 1938-60 


Mr. Suetiey. Mr. Stans, can you give us the increase in White 
House Office staff, say at 10-year periods over the last 20 years? 

Mr. Srans. I can submit that for the record, sir. I do happen 
to have figures before me which compare the average employment in 
1952 with that in the 1960 budget. 

Mr. SuHetiey. Can you give us that? 
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Mr. STAns. Yes. The White House Office itself as an entity had 
an average of 252 employees in1952 and 274 in 1960, 

The Executive Office of the President contains a number of other 
units, including the staff that handles the Executive Mansion and 
Grounds, the Council of Economic Advisers, the Bureau of the 
Budget, the National Security Council, and special projects. 

Taking the total of those, the employment within the whole group 
of what is called the Executive Office of the President was 1,256 in 
1952 and 2,730 in 1960. 

I should like to point. out that of that difference, 1,506 is accounted 
for simply by the transfer into the Executive Office of the President of 
the former Federal Civilian Defense Administration. If that agency 
were subtracted for the purpose of comparison, as it should be, of 
course, there is actually a decrease of 32 people in the Executive Office 
of the President since 1952 

Mr. Sueviey. May | then ask this question. Is it not a fact that 
in 1952 the Korean war situation was in existence and there were addi- 
tional employees over the ordinary in the White House staff? Did 
we not have some of the temporary World War II regulatory agencies 
reestablished in the White House and later, upon cessation of hos- 
tilities, they were eliminated or abandoned ? 

Mr. Stans. No, sir. The only one of which I am aware that was 
in existence in 1952 of that character was the Office of Defense Mo- 
bilization, which had at that time 295 people and which in 1960 
showed 225 people. These are now merged within the new OCDM. 

Mr. Sueiiey. I have some figures I asked the Library of Congress 
to research for me. I want to read them into the record to let you 
comment to see if they jibe with your information. In all prob- 
ability, they supplied you with the same information because I told 
them if anybody asked who was making the request, to let them know 
and let them have copies. 

Mr. Srans. I have not seen the information. 

Mr. Suetitey. The White House Office: 1938 appropriation, 
$211,380; number of positions, 45; 1952 appropri: ition, $1,883,615 ; 
number of positions, 261; 1960 requested, $3,721,000; number of posi- 
tions, 373. Then there is the note, “This includes special projects 
carried on by the White House for 1960.” There seems to be a var- 
lance between what you just related and these figures. 

Mr. Srans. I would like to make two comments. My figures indi- 
cate that there are to be 101 people in 1960 engaged in special projects, 
in addition to 274 in the White House Office. This includes the 
scientific adviser to the President and his staff, the adviser to the 
President on water resources and his staff, and a number of entities 
of that type. 

Of course, any comparison with 1938, I am sure, Congressman, 
would have to recognize the fact that the entire Government is per- 
haps 8 or 10 times as big as it was in 1938. 

Mr. Suetiey. No quarrel with that. I agree with you; no quarrel 
at all. 

It says “Executive Mansion and Grounds.” Again I go back to 
1958 just to show the expansion of government more than anything 
else : $210,098, 57 employees; 1952, $335,600, with 71 employees; 1960, 
$475,000, with 72 employees. 








< 
c 
‘ 








126 


Mr. Stans. If the gentleman would submit that table for the record, 
perhaps I could verify it and comment on it in the record in any way 
that seems appropriate. 

Mr. Suretiey. Very well. I would ask, Mr. Chairman, that the 
reporter show in the record at this point the table as to the appro- 
priation estimates and amounts appropriated for the Executive Man- 
sion and Grounds, the table for special projects, and the table for 
the White House Office salaries and expenses. 

I would also ask leave of the Chair to supply the reporter with facts 
and figures and material I have which will be shown right after these, 

Mr. Anprews. Without objection, so ordered. 

(The tables referred to follow :) 


THe Waite House OFFIice 


Salaries and exrpenses 


ESTIMATES APPROPRIATIONS 
1060..>..... ee _ $1,375,140 1950 $1, 375, 140 
O51 . 1,585,553 1951 1, 585, 558 
1952 ae 1,883,615 1952 1, S83, 615 
1953 j iE . 1,907,648 1953 1, 907, 648 
1954 1,904, 790) (2d supplemental) 50, 000 
1955 1,895, 000° 195-4 1, SOO, 000 
1956 1, S82, 500 1955 1, S05, 000 
1957 1,875, 000 1956 1, S&v, 500 
1958 2,051,970 157 : 1, S75, 000 
1959 2,051,970 1958S sna 2 CO wee 
i960 ; 2, 221,000 1959 2, 051, 970 
Npecial projec ts 
ESTIMATES APPROPRIATIONS 
1956 $1, 250, 000 | 1956 81, 250, 000 
1957 1, 500, OOO | 1957 1, 500, 000 
1958 1, 500, OBO | 1958 1, 375, 000 
1959 1, 500, OOO | 1959 ™ 1, 500, 000 
I eS ee 1, 500, GOO | 
Erecutive Mansion and grounds 
ESTIMATES APPROPRIATIONS 
1950_ ; . 8260, 400 | 1950_-. $260, 400 
1951 . 266, 000 | 1951 oe ee 266, 000 
1952 2 315, 600 | 1952 315, 600 
H. Doe. 358_- 20, 000 | 3d supplemental (pay act) 20, 000 
Se tito dnt cise OOleove F2068_.... 341, 200 
iat ee oo 367, 200 | 1954_- ; : 356, 184 
| ee 1955 -—- . 866, 200 
a _-._ 366, 200 | Public 123, pay 5, 997 
rect RR Ma ayo keane Ad Se Sete be 383, 775 | 1956_ 366, 200 
0 eee 100, 400 | Pay 17, 575 
ed od St SE 415, 400 | 1957 383, 775 
Rta abate ettete ie | cee kt 475, OOO | 1958_. * 400, 400 
1959 £15, 400 


Retroactive pay increase brought this figure to $415,205, 
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515 
643 
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O00 
SOO 
O00 
970 
970 


OOO 
OOO 
O00 
O00 


100 
000 
600 
000 
200 
1s4 
200 
997 
200 
57d 
1% 
400 
400 


127 


COMPARATIVE Cost DATA ON THE PRESIDENCY AND FUNCTIONS RELATING THERETO, 
FiscaL YEARS 1938-60 


The Library of Congress, Legislative Reference Service, Washington, D.C. 


The Federal cost of maintaining the President, the White House, and his 
staff has shown a marked increase over the past two decades. Today, the 
support of this growing establishment necessitates the employment of hundreds 
of persons and annual outlays running into millions of dollars, 

Data showing this upward trend in congressional appropriations approved 
for the compensation of the President, the upkeep of the Executive Mansion, 
the White House staff, and related agencies for every year from 1938 to date 
are given in the tables appended to this report. 

President Bisenhower receives an annual compensation of $150,000. This in- 
eludes his salary of $100,000 plus a $50,000 expense allowance. In addition, 
an allowance of $40,000 is avuilable to pay the President’s travel expenses as 
well as certain entertainment expenses. Presidential remuneration today is just 
twice that received by President Roosevelt 20 years ago. 

The cost of the upkeep of the Executive Mansion and grounds costs the Federal 
Government half a million dollars annually. For the fiscal year 1959 Congress 
appropriated $515,000 for the care and operation of the Executive Mansion and 
grounds. This compares with $335,600 provided for the fiscal year 1952, the last 
year of President Truman’s administration, and $210,098 voted for President 
Roosevelt in 1988. As can be seen in table 3 the greater portion of the total has 
been for payment for personal services. At the present time there are some 
72 persons on the staff at the Executive Mansion. Thirty-four are servants, 
while the remaining 38 are engineers, carpenters, painters, electricians, gardeners, 
ete. This total is about the same number as those employed during the last year 
of President Truman’s administration, but represents an increase of 16 over the 
number maintained at the end of President Roosevelt’s administration. Detailed 
information on the number of persons employed in the Executive Mansion, their 
occupation and salary appears from time to time in hearings conducted by the 
House and Senate Appropriations Subcommittees. Table 4 gives this detail for 
1938, 1951, and 1959. 

Salaries and expenses of the White House staff exceed $2 million a year. The 
$2,052,000 appropriated for the fiscal year 1959 is $168,000 more than that pro- 
vided for fiscal year 1952 and is nearly seven times that voted for President 
Roosevelt’s staff in 1940. Again personal services account for the major portion 
of this total. Obligations for personal services are estimated at $1,947,165 in 
the budget for 1960. This is 138 times the amount obligated in the fiscal year 
1938. Included also under this appropriation is the $40,000 travel expense fund 
for the President. Table 6 gives a detailed breakdown of obligations for the 
White House office staff from 1938 to date. 

The latest Federal budget requests 272 positions for the White House staff in 
1960. This compares with 261 in 1952 and 45 in 1938. 

In addition, $1,500,000 has been requested for fiscal year 1960 for the services 
of 101 persons hired for special White House projects. This staff gives special 
assistance to the President on particular problems of public policy. 

The U.S. Secret Service, operating under the Treasury Department, is respon- 
sible for guarding the President, his family, and the Executive Mansion and 
grounds. The budget for the fiscal year 1960 asks for $1,055,000 to pay the 
salaries and expenses of 170 White House police. This amount is seven times 
the $150,650 provided in 1938 and nearly twice the $652,000 voted in 1952. While 
the number employed today is about the same as in 1952, it is almost three times 
that required in 1938. These data cover only the police required for the protec- 
tion of the White House and grounds. Excluded are the police employed for 
the personal protection of the President and his family. We have been advised 
that funds for this purpose cannot be segregated from the general salaries and 
expenses of the U.S. Secret Service. 

The funds appropriated for the immediate support of the President and his 
staff along with the persons employed in 1938, in the last year of President 
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Truman’s administration and the most recent request for the Eisenhower admin- 
istration, is summarized as follows: 














oy 1938 1952 1960 (requested) 
| 
| 


| 
Appro- | Number | Appro- | Number! Appro- | Number 
priations | of posi- | Priations | of posi- | priations | of posi- 
| 
| 





tions tions | tions 








| 
Compensation of the President - - ---- _| $75,000 ee $150, 000 ....--| $150, 000 ae 


Te ne BD GEO. 6 ce occu dcseccnes 211, 380 | 45 |1, 883,615 261 |!3,721,000 | 1 37 3 
Executive Mansion and d grounds... 210, 098 | 57 335, 600 71 75, 000 | 72 
White House Police- isd ~---=---] 150, 650 60 | 6 62, 000 170 |1, 055, 000 170 
a | 647, 128 | 162 |3, 021, 215 502 |5, 401, 000 615 

| 





1 Includes special projects carried on by the White House. 


It may be seen from this table that the Presidency today necessitates a mini- 
mum annual outlay of $5 million and a staff of more than 600 persons. 

This does not include the numerous agencies which act in an advisory capacity 
and are directly responsible to the President. Such agencies include the Bureau 
of the Budget, the Council of Economic Advisers, the National Security Council, 
the Office of Civil and Defense Mobilization, ete. Appropriations amounting to 
$97,226,000 were requested for the fiscal year 1960 for the entire Executive 
Office of the President. By far the largest portion of this is for the Office 
of Civil and Defense Mobilization which asks $86,970,000 for the coming fiscal 
year. It is difficult to accurately compare the growth of the entire Executive 
Office of the President because of the constant addition of new agencies or the 
transfer or abolition of existing ones. Detailed information on appropriations 
and employees of most of the agencies included under the Executive Office 
of the President since 1988 is given in the tables included in the appendix. 
Excluded are the temporary agencies which were set up during World War IT. 

Thus for all of the information presented is that which is readily available 
in appropriations hearings and in the annual volumes of the Federal budget. 
There are additional costs of the Presidency which are included in budgets 
of other Federal agencies. Our office has attempted to obtain official data 
from the White House on such Presidential expenses chargeable to other budget 
accounts, but to date this information has not been made available. 

However, newspaper and magazine articles have appeared from time to time 
giving certain cost data on the planes, boats, cars, etc. of the President. Sum- 
marized below are the data which have appeared within the last 2 years on 
this subject. 

President Eisenhower has at his disposal a fleet of limousines, planes, heli- 
copters, two cabin cruisers, a modern Executive Mansion in Washington and 
a mountain lodge in the Catoctin Mountains in Maryland—all supported out 
of Federal taxes. 

The air fleet available for the President’s use consists of a four-engine Super 
Constellation, two 6-passenger Aero-Commanders and a number of helicopters. 
In addition, three Boeing 707 jet airliners are on order for use by the Presi- 
dent, high-ranking officials and heads of state. 

The Super Constellation Columbine III transports the Preside nt and his 
staff on long-distance flights. This plane cost in the neighborhood of $38 million. 
The White House reports the following crew members: pilot, copilot, 1 navigator, 
radio operator, 2 flight engineers, 3 stewards, 8 airmen and security guards, and 
11 mechanics and ground maintenance men—a total crew of 28. The Air Force 
reports that the cost per hour of running this plane is approximately $711. 

Two 6-passenger Aero-Commanders, costing $75,000 each, are available for 
trips of a few hundred miles. These planes are furnished by the Air Force 
on short notice. The only cost data available are those reported in 1957. Press 
Secretary, James C. Hagerty, is reported to have made the statement at that 
time that it cost between $30 and $35 an hour to operate these planes. This 
estimate excludes the salaries of the Air Force personnel used to operate them. 

Also at the President’s disposal are 12-passenger S—58 helicopters provided 
in pairs by the Army and Marine Corps. 

U.S. News & World Report in a very recent article estimated that one 
of the new jet airliners would cost in the neighborhood of $4.7 million 
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It is reported that at least 20 cars are rented on a regular basis for use by 
the President and his staff. Additional vehicles are made available when the 
need arises. The President is reported to use three cars: A recent-model Cadillac, 
a bubbletop Lincoln costing about $30,000, and a Chrysler Imperial equipped 
with a sliding roof. Two heavily constructed Cadillacs costing about $65,000 
each are occupied by Secret Service men who accompany the President. The 
Army furnishes chauffeurs for this fleet of cars. 

President Eisenhower also has the use of a motorized golf car which cost 
approximately $1,000. It is driven by a Secret Service man. 

The Ferdinand Magellan, a private railroad car, was formerly available for 
the President to use on his cross-country tours. The Federal Government pur- 
chased it in 1946 for $1. Its value was estimated in 1957 at $200,000. It is 
understood that President Eisenhower no longer uses this means of transpor- 
tation. 

The yacht, Williamsburg, formerly used by President Truman, was inactivated 
in 1953 at the request of President Eisenhower. The Navy Department advises 
that it is not used for anything now, but is held in the reserve fleet at New 
London, Conn. During the years of its operation it was manned by 8 officers 
and 156 men and cost $186,000 annually to operate, exclusive of the salaries 
of the personnel on board. The Navy reports that it is not feasible to segregate 
the salaries of the Naval personnel used on this yacht from other salary data. 

In place of the Williamsburg, President Eisenhower has the use of two naval 
vessels, the Barbara Ann and the Susie EB, named after two of his granddaughters. 
The 92-foot Barbara Ann cost about $140,000 to recondition, and the 60-foot 
Susie FE, about $35,000. No information on operating costs of these vessels has 
been obtainable to date from either the Navy Department or the White House. 
U.S. News & World Report in 1957 estimated that it would take at least $500,000 
to duplicate these vessels today. It also estimated that the Navy spends approxi- 
mately $60,000 each year for their maintenance. 

In addition to the Executive Mansion, the President has the use of Camp 
David, a mountain retreat in the Catoctin Mountains in Maryland. It was 
built during World War II as a refuge for President Roosevelt. It was named 
“Shangri La” by President Roosevelt, but was renamed “Camp David” after 
President Eisenhower’s grandson. No cost data on Camp David has been 
obtainable thus far, either from the White House or from the Navy Department 
which is responsible for Camp David’s administration. 


APPENDIX 


BUDGET REQUESTS FOR APPROPRIATIONS, APPROPRIATIONS APPROVED, AND TOTAL 
POSITIONS OF THE WHITE HOUSE AND RELATED AGENCIES, FISCAL YEARS 1938-60 


TABLE 1.—Compensation of the President 


Budget \ ppropria- | Budget 4 ppropria- 
Fiscal year request tions Fiscal year | request tions 
approved | | approved 
1938 i $75, 000 $75,000 || 1950................-...._| $75,000 | $150,000 
1939 F ; 75, 000 | 75, 000 ee peo E ates 150, 000 | 159, 000 
1940__. 75, 000 75, 000 BR hs accurate canoe, sp iamet a iniahdae 150, 000 | 150, 000 
1941 75, 000 75, 000 1953 - ac te 150, 000 159, 000 
1942 75, 000 75,000 || 1954. _.___- aces 150, 000 | 150, 000 
1943 ou 75, 000 75, OOO || 1955 iilivtnntetasdsica naan 150, 000 | 150, 000 
1944___- i : 75, 000 SIC Mg 150, 000 | 150, 000 
1945 ree 75, 000 75, 000 rere = 150, 000 | 150, 000 
1946... ce 75, 000 75, 000 1958 eet a ean eed a 150, 000 | 150, 000 
1947__. : 75, 000 75,000 || 1959 __. er oe Snail 150, 000 | 150, 000 
1948__ | 3 75, OOO 75, OOO 1960 : Se ea cree OS  rsicik enemas 
1949_. 75, OO 108, 438 


NoTe.-—-Except where noted, budget requests represent the original request for appro- 
priations carried in the budget document for the years given. 
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TABLE 2.—Exzeculive Mansion and grounds 




















i 
Budget Appro- Number | Budget | A ppro- Number 
Fiscal year request priations | of Fiscal year | request priations of 
approved | positions | approved | positions 
| 
ai ”°”6 Sa. Fo Tthgard eo co ne Se et ee ee 
= $143, 098 $210, 098 57 I is cncctn tao | $260,400 | $260, 400 61 
ia 146, 750 146, 750 61 || 1951 .....--...] 266,000 | 266, 000 61 
SUD .dbscddedes 146, 750 146, 750 63 || 1952 ........- 315, 600 | 335, 609 71 
Es. tainting 152. 750 202. 750 OPT Rie iiscicecsunl 367, 200 36 72 
aca 150, 670 150, 670 | een 73 
RT cscedascitia anne 145, 570 145, 570 BB TIONS W. cncacnencl 72 
i RE 151, 500 | 151, 500 | OO tf) Wiee...........-1 72 
1046 .. ...cse<-00 150, 000 150, 000 OOF WOGF ii ccctaccecai 72 
ects 150, 000 | ! 1,871, 940 49 ee | 72 
Meee bones 184, 000 202, 250 ae... 172 
SE irs: cedvisiesitabaitiadla 202, 250 202, 250 57 ss ae nd « 372 
RID nc cécensseo | 230, 700 244, 200 61 || | 
| 











! $1,650,000 of this total was for addition to the Executive Mansion. 
2 Includes supplemental request of $34,000 for fiscal year 1959 presented in the 1960 Federal budget. 
3 Estimated. 
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TABLE 4 


——— ee — 


1938 


Assistant engineer_..............- 


Senior foreman 
$2, 250) 
Gardener (at $1, 545) 
Assistant gar -dener 
Housekeeper Se 
Administrative assistant... 
I ee i ecenesmentelit 
Receiving clerk and accountant 
Assistant mechanica 
cng cenwae pm eccoocel 
Senior mechanic (: at $ 2,200) - a 
Mechanic (at $1, 860) .. 
Junior ceiaadie a 
Cook i 
Housekee ’per_. De a Te 
CC 
Butler (at $1, 380) cae 
Messenger (at $1,470) 
Footman. ae ale 
ee s seein r ‘(at $1, 440) .-- 
Valet. ES 
Cook-.__- 
so 
Assistant storekeeper___-._.- 
Doorman... pais 
Senior laborer (at $1, 425) )) .- 
Butler (at $1,260) _-- i 
Housemen (at $1,160)..........-.- 
Cook (at $1,080)............ 
Kitchen helpers_-- 
Laborer (at $1,080) 
Maid (at $996) _- 


ome) 


Total... 


1057 
1951 


Principal operating engineer 
Operating engineer 
Foreman carpenter. ............-- 
Carpenter (at $3,380). .........-- 
at 
Carpenter’s helper..............-- 
Foreman electrician a 
Electrician 
a 
Foreman gardner___...__- 
Gardener 
a ae 
Gardner (at $3,275) 
Gardner 
Gardner (at $2,930)  sninaanianiaiet wince 
Gardner 
a a 
Foreman plumber 
Plumber-. 
|. ektwmihebetinbiemns 
NI ns  cstciaicetenmemneirnis 
Assistant storekeeper. _.........-- 
Maintenance foreman. - 
Clerk 
Housekeeper - - 
Maitre de hotel 





| superinten- | 


(at $3,325) | 








Source: The Budget of the 
Office, 1939, p. 25. U.S. Congress. 
fices Appropriations for 1952. 


Government Printing Office, 1958, 
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—Erxecutive Mansion and grounds- 


in selected fiscal years 


Num- 
ber of 
posl- 
tions 


aw 


to 


es 


82d Cong., 


— & to 


—rome 


Se ons PO pot bot bat a 9 


pk pt peek pet fk pe fe ped 


pak et benth eh frh h h eh fh fed et AD t 


0 


0 
0 
0 
0 
0 


.0 


0 
0 
0 
0 
0 


.0 | 
2.0 


0 | 


0 


0 
0 


p. 135. 


0 | 


U.S. Government, 
House Committee on Appropriations. 
Washington. U.S. 
p. 6; General Government Matters Appropriations for 1959. 


Ist sess. 


$2, 900 | 


4, 500 
6, 180 
1, 380 
1, 650 
2, BOO 
1,620 

840 


2, 500 
4, 400 
5, 580 
1, 560 
1, 620 
840 
1, 620 
2, 760 
2, 940 
1, 320 
4,320 
1, 380 
1, 320 
1, 380 
1, 440 
1, 260 
1, 400 
2, 520 
3, 480 
2, 160 
1, 080 
2, 160 
4,980 | 


85, 090 


13, ¢ 


3 ms 
> 3 > 
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fiscal year 1940, Washington. U 


let butier....... wuidasudeanowe 
20 Dutier. ...... ind eteales bial 
aes eam 
Ist cook ie ddsmennastbeacede 
2d cook ... inandiainaasmntie 
Cook (at $2,770) juaaeenn va 
Re hae mocnta ionade 
Piciandmaricnes nuded ‘ . 
Doorman.-....-- ee sewn 
| Sr aaa S 
OO ne es ale ee 
eee oa 
Houseman » wi . 
es peli dati a 
Do “ 
Do _ ace = 
Do - et 
Ao ok Bd eee 
Do s : - 


Housemaid 
Housemaid ( 
Housemaid.-. 
Messenger 


Valet 


1959 (Estimated) 


Principal operating enginee 
Operating engineer 
Foreman of carpenters 
Assistant foreman of carpenters 
Carpenter. 7 weaae 
Foreman of painters 

Foreman electrician oes 
Electrician. -- 7 a 
Foreman plumber-.- Keni 
Plumber hak 5 
Plumber’s helper- ee ee 
Foreman gardener | 
Gardener... 
Storekeeper les atc cacaine | 
Assistant store keeper wie tie tease . 
Clerk LJaeecoanee | 
Maitre a’ hotel... - 
Housekeeper ines 
Assistant housekeeper satel 
Ist butler 
2d butler- 


2d cook.._. 
Cook.... : : ‘iid 
Valet. 

Doormen nape 
Foreman housem: an ‘ 
Housemen.-...--..-- 
REO MINIONS 6. oon ccnccecnen 
Pantrywoman ndinints cnet 
Maids.-_. an peat aia eee ae 


Total.. 








Hearings. 


85th Cong., 2d sess. 


Government Printing 


Num- | 
ber of | 
posli- 
tions 


—Detail of personal services 


ore re 


mm oo Co OD 


pak eh eek et ft fh et pet hed 


0 i eee 





Sala- 
ries 


$3, 140 
vl4 
450 
140 
914 
540 
652 
530 
B50 
782 
652 
120 
732 
652 
540 
470 
260 
190 
120 
470 
200 
120 
, 930 
850 


NNN NN NNNNNNNNNNNNAN NWS 


188, 598 


5, 645 
30, 425 
5, 645 
9, 860 
12, 415 
5, 240 
5, 645 
14, 030 
5, 240 
9, 100 
3; 345 
645 
465 
025 
010 


One 


5 
on 


375 
375 
040 
010 
515 
415 
215 
670 
690 
960 
16. 515 
3, 670 
12, 375 
3, 130 
2, 775 


23, 660 


RD 0O.G0 sh S200 we Oo On Cn CO 


278, 440 


S. Government Printing 
Independent Of- 
Office, 
Washington! U.S. 


1951, 





Fiscal year 


—_———_— 


eee gsc 
Ss ntstchad 
BE nana 

Bs caccusces| 
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Number | 


positions | 


45 
45 


63 | 


63 


TABLE 5.—White House Office 


Fiscal year 








Budget 
request 


$1, 375, 140 

1, 585, 553 
, 883, 615 
, 907, 643 
, 904, 790 
, 800, 000 
, 882, 500 
, 875, 000 
2, 051, 970 


_-| 2 2, 151, 970 


2, 221, 000 








1A ppropria- 


tions 
approved 


$1, 375, 140 
1, 585, 553 
1, 883, 615 
1, 957, 643 
1, 800, 000 
1, 895, 000 
1, 882, 500 
1, 875, 000 
2, 052, 000 
2, 052, 000 








Number 
of 
positions 





1 Represents funds for salaries, Executive Office, contingent expenses, Executive Office, printing and 
In later years these accounts are consolidated under the 


binding and traveling expenses of the President. 
heading ‘‘White House Office.”’ 


2 Includes supplemental request of $100,000 for the fiscal year 1959 presented in the 1960 Federal budget. 


3 Estimated. 
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Tas_e 7.—Special projects 





Budget | Appropria-| Number } Budget | cerecteater Number 














Fiseal year request tions of H Fiscal year request tions of 
approved | positions i] approved | positions 
juieiteatighhtineciagnaslpeeseanlii ae es —_——- — = 
Nin a nit olidillee $1, 250, 000 | $1, 250, 000 | 95 ! oe $1, 500,000 | $1, 500, 000 2101 
BE pincsan arend evita 1, 500. 000 1, 500, 000 113 | i svnsniecaicketehihaas eo 2101 
isin uid aie --| 1,500, 000 1, 381, 000 114 | 
i 





! For staff assistance for the President on special problems, e.g., coordination of public works planning, 
foreign economic policy, etc. 
t Estimated. 


TaRLE 8.—U.S. Secret Service, White House Police 


























Budget | Appropria- | Number || Budget | Appropria- | Number 
Fiscal year request | tions | of Fiscal year request tions of 
approved | positions || approved | positions 
tinal | a — nme stint 
a ats sienna $150, 650 $150, 650 60 Pe siinsah cen 370, 000 | 404, 500 110 
ti i eliaxeech 150, 650 150, 650 | Oe Pilsccenseonda | 418, 000 | 522, 000 172 
1940...-.-------| 150,650 | 150, 650 | 60 || 1952.-----------| 647,000 | 652,000 170 
SR ihsig in sn-atariniaga aie | 151, 400 203, 900 2 aaa 698, 000 | 698, 000 170 
ER 202, 400 263, 170 ot Sere 698, 000 730, 000 145 
SS atsc ahd ceabaces 202, 400 | 354, 400 We Pe Oeiececnsesed 712, 000 736, 008 163 
i condde sauna } 354, 400 354, 400 92 | 1956... ~------| 800, 000 857, 000 163 
1945.......-----| 322, 000 | 309, 000 Jt - rer 859, 000 859, 000 160 
1946......- a 269, 000 | 318, 500 | Be soc nccaaein | 865, 000 908, 000 160 
i aa sctidwhenn rey 334, 000 379, 500 | Se Sei ccc scien 1 980, 000 | 865, 000 2 160 
1948_....- - 381, 900 | 381, 900 | 107 eeesss<505-8 1: Of; O00 toe et 2170 
See ncsiwnsaes< 370, 000 | 399, 000 107 || 








1 Includes a supplemental request of $115,000 for fiscal year 1959 contained in the 1960 Federal budget. 
2Estimated, 


Note.—The appropriations given are for salaries and expenses (including uniforms and equipment) 
for the police used for protection of the White House and grounds. Excluded from this tabulation are the 
rsonnel and the funds employed for the personal protection of the President and his immediate family. 
“he U.S. Secret Service advises that this information cannot be segregated from other functions performed 
by their service. 
TABLE 9.—Bureau of the Budget 














| 
| Budget Appropria-| Number Budget | Appropria-| Number 
Fiscal year request | tions of } Fiscal year request tions of 
approved | positions | approved | positions 

ee | Sihenapmeraa “a se 
PE Riiibestnsachs $222, 000 $222, 000 | 45. lh 4060. <. .accnsase | $3, 314, 500 | $3, 300, 000 531 
BG cb cabs ies 225,000 | 480, 710 | 103 || 1951 _..........| 3,486,000 | 3,412,000 534 
Scie iéaicwtdee 519, 280 671, 455 158 . = o---} 3, 447, 000 3, 608, 000 515 
141 penne 808, 000 840, 100 SO n<ghanxanen | 3,850,000 | 3,461, 200 485 
ae | 1, 237,000 1, 315, 000 357 5O06.....ca<0< a-| 3, 700, 000 3, 412, 000 446 
is ckadwass 1,¢ 1, 982, 000 | G67 fi WGG6...acasccce | 3,390,000 | 3, 388, 617 435 
Bi ematne 2 2, 817, 500 | ee re | 3,349,000 3, 559, 000 425 
1945 ‘ 3, 827, 2, 956, 800 0 oe | 3,559,000 | 3,935, 000 458 
1046............/| 2,967,100 | 3,037,357 | 583 || 1958 ......... -| 4, 400, 000 4, 340, 000 455 
1947_...........| 4,052,500 | 3,762, 483 rr | 1 4,589,000 | 4, 205, 000 2 435 
MR ccncsaugus | 3,470,000 | 3,376, 608 | OO 1h Feiieccecnnswen ry tT eee 2 435 
ee ota | 3,467,000 | 3, 280, 500 534 || 








' Includes supplemental request of $384,000 for 1959 presented in the 1960 Federal budget. 
? Estimated. 
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TABLE 10.—Council of Economie Advisers 
























| | | | | bm 
; | Budget | Appropria-| Number || Budget A ppropria- | Number 
Fiscal year request tions of | Fiscal year | request | _ tions of 
| approved | positions | approved | positions 
ee Ae a | ro . ane ee ae | ~ al ee } ga nets ~ 
ON a a _....-| $275,000 30 || | ee ores $300,000 | $301, 986 | #6 
1948...........-| $433,000 | 350, 000 | ot 325, 000 | 351, 000 | 33 
oc 400, 000 | 310, 300 | 39 || 1956........ ae 385, 000 329, 000 32 
ee | 340, 000 | 300, 000 | Eh IE oi cereale | 365, 700 365, 700 31 
Pi raneinent sian 330, 000 300, 000 | A: eS 398, 000 | 375, 000 31 
BER ocoanentons | 392, 800 341, 800 | i ite 1 395,000 | 375, 000 231 
re | 349,000} 225,000 | Sa ee nk ier E 000 lect cct ect 23) 
a . ae dr 
1 Includes supplemental request of $20,000 for 1959 presented in the 1960 Federal budget. 
2 Estimated. 
Note.—Established by the Employment Act of 1946 (60 Stat. 24). 
TABLE 11.—WNational Security Council 
l to a ia ia = = = said rs . _— 
: . | 
| Budget | Appropri- | Number | | Budget | Appropri- | Number 
Fiscal year | request ations | of posi- Fiscal year | request | ations | of posi- 
approved | tions | | approved |_ tions 
eee = — - os = EE 7 wii 
_, ee $200, 000 | $200, 000 31 BD is scecipckiaens 215, 000 | 215, 000 28 
MR. a teed | 217,000 | 200, 000 BBA W066 ecco case 240,000 | 244, 000 28 
BR tacceeene | 175, 000 | 160, 000 MPO NNT sscssciies benches 248, 000 248, 000 28 
cs nsvcacnininidictsitcey 160, 000 160, 000 | 23 i atisintkence ek easier | 710,000 | 711, 000 77 
I cia ointonedoieeert | 186, 000 155, 000 fit eee 1 769, 000 700, 000 377 
Ri akties 160, 000 220, 000 | Me Pet ccceccnnoel 702, OOD Jocencnne | 277 


eer 
| 





1 Includes supplemental request of $69,000 for fiscal year 1959 contained in the 1960 Federal budget 
2 Estimated. 


NotE.—Established by the National Security Act of 1947 (61 Stat. 496). 


TABLE 12.—National Security Resources Board 


| Budget | Appropria- | Number Budget | Appropria-| Number 
Fiscal year | request tions | of Fiscal year request tions of 

| approved | positions | approved | positions 
a a figs inca : a a tt ; ies kets > 1 ‘ | . . _ 
1949__..________| $4, 500,000 | $3,000,000 | 280 || 1952_... | $4,000, 000 | $1, 627, 000 135 
a -| 4,000,000 | 3, 400, 000 | 250 || 1953_... | 1,780,000 | 625, 000 | 135 
ee 3, 500, 000 3, 500, 000 | 35e 1, 300, 000 | | none 

' | it 








NotrE.—Established by the National Security Act of 1947 (61 Stat. 499) as an independent agency. Trans- 
ferred to Executive Office of the President by Reorganization Plan No. 4 of 1949. Board and offices of 
Chairman and Vice Chairman abolished and remaining functions transferred to newly established Office 
of Defense Mobilization by Reorganization Plan No. 4 of 1953. 
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TABLE 13 




















Budget Appropria- Number of 
Fiscal year request tions positions 
approved 
OFFICE OF DEFENSE MOBILIZATION 
106) ...nssk~ ebodebacncsbuccccosnctccsessocncessensedesssesetediosgsdessanedenadehesdsannennessiaaaaan 
Bitch an ccREhiws hE RAtgKne Chen ann maian wuts neigh teadiss sniggilie $1, 711, 250 199 
1953...-. Sateen adatoms ses icine sd eniichitsteiditn aisha diag manainthe ae Laide aaa 2, 409, 564 536 
TA... .25-6 cd iancwtacndssbacstesabste oem oknseesn andl sae ek eee 2, 870, 216 389 
BE tac uwakmecs ance maaaeilc Sbnhnediesmenwseticnetianes weasel $2, 761, 000 2, 161, 000 294 
eee seni mainbhidddnntisia pn wei phinneepniientiiin eae tatil 2, 220, 000 2, 225, 000 250 
Be it nnn inte. aiken esata spain nln sig ade Meee et 2, 283, 000 2, 200, 000 251 
Ws to waciveatscaealecatocntorpecsdee PF ntceeatindet haha dente 2, 380, 000 2, 214, 000 2 238 
TONE: cn cowcnnquende tiedadevacwceuatnuedaatenstoeesee aoe 2, 420,000 | 1 2, 285, 000 2 254 
FEDERAL CIVIL DEFENSE ADMINISTRATION | 

Di icichsicdedanbetdstustaluswndob ttndakd tus sicsiio witisstnceselitteatld } 80, 000, 000 26, 750, 060 555 
PU c. S:in icteraits iethuah 6 Sick ca cele dew inatioa ce Wad ecemananiaioae a ies ree | 450, 000, 000 75, 310, 000 1, 175 
I ss nr sn is cuban cx coda eco cide tan ba Tasca acaba cd oan Wd ince ele aa .| 575, 000, 000 43, 000, 000 789 
98 150, 000, 000 46, 525, 000 77. 

aia ia ac lh alain aati oceania | 85, 750, 000 49, 325, 000 721 
956. eas se aiinesleigtesiie i cusmeseergaarean 59, 300, 000 68, 675, 000 992 
Bs akeeee aaa eo a sancti lpn ihc senna ciciscahiat a: 93, 560, 000 1, 141 
Ne a oe gD ee ee | 180, 000, 000 39, 300, 600 2 1, 389 
Sma ciccicnnetcncnensackdacicine suc civnetcemiennamubammn dasamsa asta ae 38, 500, 000 21,575 

OFFICE OF CIVIL AND DEFENSE MOBILIZATION | 

EG: i indtcsuwne cdc is sph dekaien asia ten iledileema tia aieicaapiasietanmaial 96, 070; 600 [..ucecceccus-- 21; 768 








1 In addition, $4,500,000 was appropriated for the Office of Civil and Defense Mobilization for the fiscal 
year 1959. 
? Estimated. 


NotE.—Tbe Office of Defense Mobilization was established in the Executive Office of the President by 
Reorganization Plan No. 3 of 1953 (67 Stat. 634). The Federal Civil Defense Administration was first 
created within the Office for Emergency Management by Executive Order 10186 of Dec. 1, 1950. It was 
subsequently established as an independent agency by the Federal Civil Defense Act of 1950 (64 Stat. 1245). 
By Reorganization Plan No. 1 of 1958 the Office of Civil and Defense Mobilization was created by merger 
of the Federal Civil Defense Administration and the Office of Defense Mobilization. 


TABLE 14.—President’s Advisory Committee on Government Organization 





| } | 
Budget | Appropria-| Number | Budget | Appropria-}| Number 
Fiscal year | request | tions | of |} Fiscal year request tions of 

| approved positions approved | positions 
| 
| | 1] 

isd cntinnnanlcsnmasanaeas $60, 000 | 5 | st cnnsnicten 57, 500 50, 000 5 

cg ee tee eae | Ot, SUE -snecencast 57, 500 58, 000 15 

MGS. eiaen | $60, 000 60, 000 | Olt 1000... coe SG CUO Ue ot 2 et 15 
PD ioe tiriek a 60, 000 57, 500 5 || | 





1 Estimated. 


Note.—Established by Executive Order 10432 of Jan. 24, 1953. 


TABLE 15.—President’s Commission on Veterans’ Pensions 


Fiscal year 1956: 


Budewt rewiesl..2 . oe ast ec ce See $300, 000 
Avpioprintions approved. 22620 ods oe eee $312, 000 
Nuitiber- of positions. .0005..0650.05. SA else dante 24 


NotTre.—Created by Executive Order 10588 to make a special study of the veterans’ 
compensation and pension program. Its activities ceased after submission of its report 
on Apr. 23, 1956. 


TABLE 16.—Committee on Retirement Policy for Federal Personnel 


Fiscal year 1954: 


RRO Osi sini cn acncmen anna $225,000 
Appropriations approved on... 1.00 c0enncndnnontmennnaeama $225, 000 
TWEE CE TREC aie ee selides vi ion ae 18 


Norr.—Created by the act of July 16, 1952 (66 Stat. 723) and authorized to make a 
report to Congress by Dec. 31, 1953. 
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COMPARATIVE Cost DATA ON THE PRESIDENCY AND FUNCTIONS RELATING THERETO, 
FiscaL YEARS 1938-60 


Prepared by the Library of Congress 


The data relating to Executive Office of the President in the tables showing 
appropriations and number of positions was secured from annual budget docu- 
ments and appears to be accurate. However, there are a number of points about 
the report which should be considered. 

We believe comparisons of 1960 estimated appropriations and number of posi- 
tions with those for 1938 are of doubtful value. The problems faced by the 
Federal Government today are of such greater magnitude that comparison of 
the Executive Office of the President of today with that of 1938 is of little more 
than academic interest unless the reasons for the change in the Executive Office 
are also analyzed. Population increases, the tremendous advances in science, 
threats to our security, and the greatly increased role of the United States in 
world affairs, are a few of the changes since 1938 which necessarily make the 
role of the Federal Government, and the Executive Office of the President, 
radically different from what is was in 1938. Changes of this nature account 
in large measure for increases in White House staff and White House Police, 
as well as for the addition of other units to the Executive Office of the President. 

There is another possible reason why White House office appropriations and 
personnel have increased substantially since 1938. Although we are unable to 
document it, veteran Bureau of the Budget employees state that until 1947 
the White House secured a large proportion of its staff by detail from other 
agencies. These employees were paid from appropriations to the agencies pro- 
viding the personnel to the White House. The substantial increase in the White 
House appropriation for 1947 over 1946, from $342,588 to $883,660, and in 
number of positions, from 52 to 210, would appear to support statements that 
large details of personnel to the White House had previously been the practice. 
Appropriation hearings and committee reports are silent as to the reason for 
the increase in 1947. 

The report also notes that personal service cost for the White House office 
has increased 16 times and for the White House Police 7 times since 1938, with- 
out mentioning the substantial salary increases that have occurred. The fact 
that White House office personnel have increased only six times and White 
House Police personnel only 2.8 times is a measure of the effect which salary 
increases have had in increasing appropriations. Using data on tables 2, 3, 5, 
and 6 of the Library of Congress report, average salary for 1938, 1952, and 1960 
has been computed for White House office and Executive Mansion and Grounds 
by dividing number of positions into personal services cost. From these average 








rst vs 


we rey 


- 


SO pes 


ee a 


139 


salaries we obtain percentage increases in average salary, 1960 compared to 
1938 and 1952, as follows: 














Average salary Percent increase 
1938 1952 1960 1960 over | 1960 over 

1938 1952 
NIN Sr IO a on saat aieninn ba eased anil bac $3, 206 $5, 541 $7, 166 123 29 
Executive Mansion ond GrouisGS......n0scoccesesns 1, 844 3, 570 5, 036 173 4) 


ee ee 


On page 4 of the report, there is a table showing appropriations and number 
of positions for 1938, 1952, and 1960 for compensation of the President, White 
House office, Executive Mansion and grounds, and White House Police. Included 
in the White House office total for 1960 is the special projects appropriation. 
These are described as funds appropriated for the immediate support of the 
President and his staff. 

It is our view that a comparison based on total Executive Office of the President 
appropriations and personnel provides a better measure of increases or decreases 
in Presidential staff than does a comparison using only certain portions of the 
Executive Office. Each President tends to organize and use the Executive Office 
somewhat differently so that comparisons of appropriations and personnel have 
some validity only if comparisons take into account the total Executive Office. 
However, we believe that it is appropirate to exclude from this comparison the 
Federal Civil Defense Administration, which is now a part of the Office of 
Civil and Defense Mobilization, but in 1952 was a separate agency outside of the 
ixecutive Office. 

Attached is a table prepared on a total Executive Office basis, comparing 1938, 
1952, and 1960, The figures used are those contained in the Library of Congress 
report, except for the addition of two accounts, the emergency fund for the 
President and the President's Committee on Fund Raising in the Federal 
service. This table indicates that the number of positions in the Executive 
Office, excluding the recently added Federal Civil Defense Administration posi- 
tions, has declined by 96 since 1952. 


EXECUTIVE OFFICE OF THE PRESIDENT 


fe aR and number of personnel, fiscal years 1938, 1952, and 1960 





| 1938 | 1952 


| 
| 
Se ae 


1960 (estimate) 





| Appropria- | Number | Appropria- | Number | Appropri-| Number 














tions | of posi- | tions of posi- tions of posi- 

} tions tions tions 
ile poinnanesnpissenaoatnesenmssnuenet theesnennsenmenson i cesasisi rrr 
Compensation of the President. _.. | $75, 000 | 1 $150, 000 | 1 $150, 000 1 
White House office 211, 380 | 45 1, 883, 615 261 2, 221, 000 272 
Executive Mansion and grounds....| 210, 098 | 57 335, 600 71 475, 000 72 
White House Police -. 150, 650 | 60 | 652, 000 170 1, 055, 000 170 
Bureau of the Budget-_- — 220, 000 | 45 3, 608, 000 515 4, 665, 000 435 
Council of Economic Advisers. . | 341, 800 47 395, 000 31 
Emergency fund for the President. 5, 580, 100 1 82 1, 000, 000 1§ 
National Security Council. 160, 000 23 792, 000 77 
National Security Resources Board.| | | 1, 627, 000 i en enn adi oe eS 
Office of Defense Mobilization 1, 711, 250 MOU ces ee eas 
Office of Civiland Defense Mobili- 

zation _.. . |---------=--] ----| 86, 970, 000 1, 768 
Special projects | Redos -+-|------0+ 1, 500, 000 101 
President’s Advisory Committee on 

Government Organization. | | | 57, 500 5 


President’s Committee on Fund | } 


Raising in the Federal Service. - | 49, 000 4 
|——_——— —— — _|_————_-+—-—-—|—-—_ 

Total | 867, 128, | 208 | | 16, 049, 365 | 1, 504 | 99, 329, 500 2, 941 
Deduct: Civil defense activities- j a | 84,685,000 2—1, 533 


7. \— mG ~ 
Total, adjusted for compara 


bility 867, 128 208 | 16, 049, 365 1, 504 | 14, 644, 500 1, 408 
| 


| 
j 
i 
| 








1 Represents average number of personnel on a full-year basis; number of positions not 
available. 

2 It is estimated that 235 positions and $2,285,000, the amount of the 1959 Office of De- 
fense Mobilization appropriation, are applied to functions of the former Office of Defense 
Mobilization, 
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SALARY INCREASES 


Mr. Gary. Mr. Stans, I believe you testified that the increase in the 
President’s Oflice was $200,000-plus, and that $100,000-plus of it was 
for salary increases, leaving a balance of $69,000. Will you give the 
breakdown of the $69,000 increase ? 

Mr. Srans. $60,000 is for permanent positions from 1959 to 1960, 
but does not represent an increase in positions. It is the result of an 
anticipated reduction in lapses from $75,000 to $15,000. 

There are two positions of Administrative Assistant to the Presi- 
dent at $20,000 each, and two positions of Special Assistant to the 
President of $17,500 each that are now vacant and are expected to 
remain vacant for the rest of this year 

The estimates are based on the assumption that these positions will 
be filled during most of 1960, which accounts for the difference. 

Mr. Anprews. Are there any questions on my right? 


Spectra Prosects 


Program and financing 


| 1958 actual | 1959 estimate | 1960 estimate 
— ETRE P arene yer =~ ee 


Program by activities: Administration (total obligations) - -- $1, 313, 949 $1, 500, 000 | $1, 500, 000 
Financing: Unobligated balance no longer available..-.- -- 67, 346 | ccd oe < 
New obligational authority~__....--- ; 1, 381, 295 | 1, 500, 000 1, 500, 000 
New obligational authority: 
Appropriation - ---_- . oe : 1, 375, 000 1, 500, 000 | 1, 500, 000 
Transferred from ‘‘S: alaries and e xpenses ” Office of Civil | 
and Defense Mobilization (64 Stat. DIE nnastuoaais nets COG fo coicdectwcents! 
| aaa : ons 
Appropriation (adjusted). ............. coli gumcundina 1, 381, 295 1, 500, 000 1, 500, 000 





Object classification 


1958 actual | 1959 estimate | 1960 estimate 


101 101 


Average number of all employees-_-.-..-.......-.----.--.. ica 114 
Number of employees at end of year. _.......-..-.......-.---- 114 101 101 
01 Personal services: Positions other than permanent é $863, 749 | $993, 860 $1, 025, 175 
02 Travel.......-- patiucaberacisetee - cn 105, 320 | 151, 650 | 144, 750 
04 Communication services. pdaceuentecintsdeckeantianaael 21, 320 22, 000 20, 500 
06 Printing and reproduction... Salcihihbeeastaaakae aetnapianenea —_ ona 9, 713 10, 500 10, 000 
07 Other contractual services... ...........-..-..-- ; sa 85, 818 76, 390 | 71, 500 
Services performed . other agencies__.....-.- | 115, 000 150, 000 | 150; 000 
08 Supplies and materials_- ice giatinn apie ied an 38, 954 31, 130 27, 250 
a aes est emmn cies oe seed aan 36, 954 | 19, 000 10, 000 
11 Grants, subsidies, and contributions_....--- ‘5 =~ 33, 148 | 39, 500 | 36, 000 
15 Taxes and assessments.....-....---- cba genase ami mapa 3, 973 | 5, 970 4, 825 
OB ccenccncccneenccesnes pei nemaibnnninwie | 1, 313, 949 73 , 500, 000 | 1, 500, 000 








Mr. Anprews. The next item is “Special projects.” This fund 
used by the President for staff assistance on special problems which 
arise from time to time but cannot be considered the responsibility of 
an existing agency. The budget request is for $1,500,000, the same 
amount as appropriated for 1959. Are there any questions ? 

(No response. ) 
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EXeEcuTIvE MANSION AND GROUNDS 
Program and financing 


1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 
1. Care, maintenance, and operation of the Executive 








Mansion and the surrounding grounds. .....-.....--- $415, 204 $415, 400 $475, 000 

2. 1959 program obligated in 1958.........................- 3, 946 ee a ee ee 

"Foetal Cll NG ic esctack ois Shad Serine ted | 419, 150 411, 454 475, 000 
Financing: | 

1959 appropriation available in 1958__..........-----...--.| —3, 946 i DOD Be edited 

Unobligated balance no longer available_---.- saciecbenubdnletnieseuned | I Teioneseaiaitidnaalicedsteien aml 

Appropriation (new obligational authority)_.........-.. | 415, 205 | 415, 400 475, 000 


| | 





Object classification 














| | 
1958 actual | 1959 estimate | 1960 estimate 
| | | 
Total number of permanent positions éatebs dace ‘ 72 | 72 72 
Full-time equivalent of al) other positions___-_- ea aacal 3 1 1 
Average number of all employees. - - - - - bios 67 71 70 
Number of employees at end of year. .-.-.--- s isiniebsies abana | 72 72 | 7 
Average salary of ungraded positions..-_- * —— $3, 864 | $4. 460 $4, 460 
01 Personal services | 

Permanent positions. . pale $260, 680 $280, 616 $311, 241 
Positions other than permanent--. - 27, 912 24, 945 24, 945 
Other personal services. - - - = : 28, 100 8, 395 23, 365 

Total personal services. - ‘ 316, 692 313, 956 359, 581 

03 Transportation of things | DDB ceetccinn Di canasedueuhiite 
04 Communication services el sia cipal ate gy Se ES 
05 Rents and utility services | 36, 460 | 30, 890 34, 890 
06 Printing and reproduction. -. | 130 | 125 125 
07 Other contractual services. ..- 14, 287 14, 100 14, 100 
08 Supplies and materials 30, 547 34, 575 | 41, 17! 
09 Equipment ” : oa 274 4, 984 4, 984 
11 Grants, subsidies, and contributions. oe 16, 564 | 16, 625 20, 000 
15 Taxes and assessments | RIO lonode eset 145 
1959 program obligated in 1958. _. deteeas Sig x 3, 946 —3, 946 |_--- e 
ORE SD pric te nscnnceddeinaspinagsstoucaaamie 419, 150 | 411, 454 475, 000 


Mr. Anprews. We will take up “Executive Mansion and Grounds.” 
The request for 1960 is $475,000, which is an increase of $59,600 over 
the appropriation of $415,400 for 1959. Why the increase there, Mr. 
Stans ? 

Mr. Srans. The increase is really an increase of $29,500 from 1959 
to 1960 taking into account the pay increase. That is made up of a 
number of items of which $3,375 relates to permanent positions but 
does not represent any increase in number of employees. 

Mr. Weaver. How much did you say on permanent positions? 

Mr. Srans. I beg your pardon; it is a decrease of $3,375 with no 
change in number of employees. There is an increase of $4,000 in 
rents and utility services, $6,600 in supplies and materials, and 
$15,000 in costs of overtime, night differential and holiday pay esti- 
mated to result from an increase in number of official functions. 

Mr. Anprews. What about this increase for other personal services 
showing an increase from $8,395 to $23,395 ? 
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Mr. Srans. That is the item I just mentioned, which relates to in- 
creases in official functions involving costs of overtime, night dif- 
ferential, and holiday pay. 

Mr. Minsuati. What was the amount, the increase in official func- 
tions ? 

Mr. Stans. $15,000. 

Mr. Anprews. Are there any other questions about these items? 

Mr. Sueuitry. Mr. Chairman, may I ask one or two questions along 
this line? 

TRANSPORTATION AVAILABLE TO THE PRESIDENT 


Mr. Stans, on the facilities for transportation afforded the Presi- 
dent, such as the planes and other modes of transportation, are they 
shown in the White House budget or are they charged to the service 
that supplies them ? 

Mr. Srans. I understand all of that is shown in the cost of the 
services that supply those facilities to the President. 

Mr. Suetitey. How many planes are assigned for exclusive or spe- 
cial use of the White House ? 

Mr. Srans. I do not know, sir. I will have to supply the answer. 

Mr. SHetiey. Can you supply to us for the record the number of 
planes, the tvpe of planes, the number of crew aboard each plane and 
taken from the logs of the plane, the cost of operating the planes over 
the past year ? 

Mr. Stans. I will be happy to supply that to the extent that infor- 
mation is available. 

Mr. Suetzry. Can you also show for us any increase in the number 
of planes assigned to the White House over the past 6 years / 

Mr. Srans. I will secure that information and put it in the record. 

(The information requested follows :) 

The only aireraft assigned for White House usage is one USAF C-121-E 
Super Constellation (the Columbine). However, it is not used exclusively by 
the President but has been used on occasion for the travel of the Secretary of 
State and high foreign dignitaries during official visits to the United States. 

The flight crew of the C—121-E assigned to the White House consists of three 
officers, two warrant officers, four airmen. There are 8 airmen assigned as 
security guards and 11 airmen assigned as maintenance crew. Total operating 
cost for the Columbine is $198 per flying hour. This is a direct operating cost 
and includes petroleum and its products, $88.67; crew, temporary duty, $4.50; 
and base pay for flight crew, $104.83. 

The total flying hours logged for C-121-E (Columbine) for fiscal year 1958 
was 412 hours. The total direct operating cost is therefore $81,576. This 
does not include the pay of the 8 guards or 11 maintenance men. 

In addition to the Columbine, the President over a brief period used a two- 
engine Aero-Commander plane for short-range, limited-facility use. This plane 
was supplied from the special air missions group of the Air Force. 

The President for the past 6 years has always had one large plane assigned 
to him and access to smaller planes as needed. 

Mr. Gary. Will the gentleman yield ? 

Mr. SuHeuey. Yes. 

Mr. Gary. Do you want the estimate for next year? 
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I saw in the paper yesterday where they are delivering three brand- 
new-type planes. 

Mr. Suevitey. That is the next question. Will you also supply for 
the record any contractual obligation which has been undertaken by 
the White House or the Bureau of the Budget on behalf of the White 
House or the Government generally out of White House funds or any 
funds, or the Air Force on behalf of the White House for the acquisi- 
tion of new-type planes for the use of the White House, what type 
of plane and what the estimated cost of operation of those planes is 
or may be. 

Mr. Stans. I can say for the Bureau of the Budget that it has not 
made any such commitments. As to the other agencies you mentioned, 
I will secure the information and put it in the record to the extent it 
is available. 

Mr. Weaver. I noticed in the press that the new jet would be for 
the President and other Government officials. Who would these other 
Government oflicials be that could ride? Would that be the Bureau 
of the Budget people, for example, the Secretary of State, and so forth? 

~ ° . “ . 

Mr. Srans. I assume it would include the Secretary of State, per- 
haps, and the State Department officials. 

Mr. SHeutiey. Cabinet-rank officers ? 

Mr. Stans. Possibly Cabinet-rank officers. The Director of the 
Budget has no such planes and I have never ridden in an official plane 
of the President. 

(The information requested follows :) 

Mr. Suetiey. May | ask one other question ? 

Mr. Stans, would you get for us the information on the helicopters 
supplied for the use of the President, how many, what use is made 
of them, what the cost of operation of those helicopters may be? 

Mr. Srans. I will get that information to the extent that it 1s avail- 
able. 

(The information requested follows :) 

No planes are being acquired for the exclusive use of the President or the 
White House, as is the Columbine. 

There are three jet transports now on order by the U.S. Air Force for assign- 
ment to its Special Air Missions Group. These airplanes are the military versions 
of the Boeing 707 and have been designated VC-137—-A. The aireraft were not 
ordered for any one individual or special group. They will take their place in the 
SAM fleet as replacements for Lockheed Constellation-type aircraft. 

The Air Force provided in the fiscal year 1958 program for three VC-—137 jet 
transports at $4.7 million flyaway cost each for a total flyaway cost of $14.1 
million. Direet operating cost is estimated at $270.86 per flying hour. This 
figure includes POL $223.06, crew TDY $4, base pay of flight crew $43.80. 

The SAM mission is to provide expeditious air transportation for high ranking 
U.S. Government officials conducting official business throughout the world. In- 
vited foreign dignitaries and heads of state are also provided SAM service while 
in guest status. In the past, SAM planes have carried the President, the Vice 
President, visiting dignitaries, the Secretary of State, Cabinet officers and their 
deputies, Members of Congress, and officials of the Department of Defense. 

There are no helicopters specifically assigned to the President. When he 
requires helicopter transportation, it is requested from Army and Marine units 
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in the local area. The Marine helicopter squadron is at the Marine Corps Air 
Station, Quantico; the Army unit is at Davison Army Airfield at Fort Belvoir. 
These units are stationed in the area for other missions and perform the small 
additional task of making occasional flights for the President. The type of 
helicopter which the President uses is the Sikorsky S-5S8 which is known as the 
HUS-1 by the Marines, and the H-34 by the Army. Operating costs for these 
helicopters, including fuel, crewing, maintenance, and depreciation, are $350 
per hour. Since the President’s first flight in these helicopters (September 7, 
1957), he has accumulated 21 hours, which would be a total cost of $7,350. (This 
is exclusive of the cost of operating the helicopters which the President used 
during his campaign trip in October 1958, which were paid for by the Republican 
National Committee. ) 

In addition to the occasional flights which he makes, there are two helicopters 
on standby to relocate the President and his family in case of a civil defense 
alert directing the evacuation of Washington. These helicopters are supplied 
on a rotating basis from the Marine and Army units mentioned above. Since 
these helicopters are flown on training missions during such duty, provided they 
remain within a short distance of the White House, this duty does not materially 
interfere with their military mission. 

The President did on one occasion fly in an Air Force Bell H13J during Opera- 
tion Alert 1957. He made two flights, one on the 12th and one on the 15th of 
July, for a total of 2 hours and 5 minutes flight time at a cost of about $252. 
These helicopters were procured by the 1254th Air Transport Group at Washing- 
ton National Airport for use by high Government officials. They were found to 
be too small for carrying the party that normally accompanies the President 
and, therefore, have not so been used since, although we understand they are 
still in use by the 1254th Air Transport Group. 


Mr. Suetiey. There is one other field. 

For some years the White House had assigned to it a vessel called 
the Williamsburg. Is that in use by the White House any longer? 

Mr. Sraats. No. That has been disposed of. 

Mr. Suetiey. In what way? 

Mr. Sraats. I think it was turned back to the Navy. 

Mr. Suetitry. When was it turned back to the Navy? 

Mr. Sraats. About a year ago, or maybe 2 years ago, as I recall. 
T will have to get the exact formation. 

Mr. Suevtiey. When did the White House discontinue use of the 
Williamsburg ? 

Mr. Staats. I will get the date for you. 

Mr. Suetiey. Will you get for us the information as to what naval 
personnel were used to crew the Williamsburg up to the time she was 
turned back to the Navy; get for us also an answer as to what was done 
with the Williamsburg from the time the use of it by the White House 
was discontinued, which as I recall was in 1953—I may be wrong, but 
I think it was 1953—and how it was used up to last year, if it was only 
turned back to the Navy last year and where it was kept. 

Mr. Sraats. Yes, sir. 

(The information requested follows :) 

The Williamsburg was turned back to the Navy on June 30, 1953. Her crew 
comprised 8 officers and 110 enlisted men. President Eisenhower took two 
cruises in the Williamsburg before he ordered her returned to the Navy. She also 


made several recreational trips carrying wounded veterans during 1953 until 
she was placed out of commission and turned back to the Navy. After her 


decommissioning in 1953 the Williamsburg lay inactivated and mothballed at the 
Naval Gun Factory, Washington, D.C., until May 20, 1957, when she was towed 


to New London. She is now in the reserve fleet as a gunboat at New London. 
Mr. Sueritey. Mr. Stans, are there any vessels under title of the 
Navy used by the White House at this time? 
Mr. Stans. I think there are a couple of small ships. 
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Mr. Suetiey. Correction. They are boats. A boat is something 
that goes on a ship. 

Mr. Srans. I accept the correction, sir. I am not a sailor. 

There is the Susie F. and the Barbara Ann. The President has 
made the Susie /’. available to members of his Cabinet for meetings 
or other purposes. 

The Bureau of the Budget I know had one of its staff meetings on 
the Susie H’. last year. 

Mr. Suetiey. Can you get for the record when these vessels were 
put into White House use; from the logs of the vessels what use has 
heen made of them, and the approximate hours per year of usage? 

I want to make it clear. I do not mean for the personal trips of 
the President, or taking his family out. This he is entitled to, but 
just to get an estimate of what the cost is of operating these two 
vessels and the cost of crewing these two vessels as against the 
Williamsburg. 

Mr. Stans. I will supply all of this information. 

Mr. Sueiiry. And the cost of upkeep on the two vessels. 

Mr. Stans. I have some hesitancy in promising to be able to get 
vil cost figures, but I will give you whatever is available. 

Mr. Suetiey. May I say, this is the very reason I am asking. I 
do not think that these figures show specifically in the defense ap- 
propriation, from what I have been advised by some of the staff 
people, nor have they ever been shown here and I noticed an article 
in U.S. News & World Report, also an article in some other paper. 
In addition I have been getting queries in the last year and, there- 
fore, I decided, as long as I am on this committee, let us for once 
some place get all of this in the record. I think the American people 
are entitled to it. Since it is for White House use and designated 
for that use, I think it ought to be shown in this record. 

Mr. Minsuatt. If the “gentleman will yield—this may be a small 
point but I think it should also show in the record the difference in 
the operation cost, because of the value of the dollar since that time. 

Mr. Suetiey. Having been an old hand at collective bargaining for 
vears, nobody will recognize that fact more than I. 

Mr. Srans. That, I think, will be rather difficult to compute. I 
think we can give some guidelines. 

Mr. MinsHatu. Guidelines will suffice. 

(Information requested follows. ) 

The Barbara Anne and Susie EF. were acquired in late 1945 and given the 
names Lenore and Margie, respectively. The Lenore was used by the Secret 
Service to escort the Williamsburg. The Margie was used for the President’s 
family. 

During the last fiscal year (July 1, 1957—June 30, 1958), the Barbara Anne 
was underway 197 hours, and the Susie FE. was underway 29 hours. The Barbara 
inne carries one officer and eight enlisted men; the Susie EB. crew comprises one 
officer and five enlisted men. Because these boats are not used simultaneously, 
i separate crew is not maintained for the Susie FE. but its crew is drawn as 
needed from the crew of the Barbara Anne. 

For fiscal year 1958, these hours were logged for the President and his family, 
in training for the crew, and for Cabinet officers (to whom the Susie Z. was made 
available in the month of June). 

The following table gives comparative total 1-year costs of operating, crewing, 
and maintaining the Barbara Anne, the Susie E., and the Williamsburg. The 
1952 cost of operating the three vessels was roughly $500,000, whereas the 1958 
cost of the two small boats then operated was about $61,000. Inflated prices 
would be only a small part of the $61,000. 
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Mr. Suettey. That is all I have. You wanted to ask something 
about automobiles. 


Mr. Anprews. We will take that up later. We have a chart on 
that. 


Mr. Stans. Mr. Chairman, I have a short opening statement which 
I will read, if agreeable with you. 


BUREAU OF THE BuDGET 


Program and financing 








1958 actual | 1959 estimate | 1960 estimate 











Pagem by activities: 














Ce On dg accsesnsbedcwaknenucedacsauenhe $224, 754 $229, 900 $235, 800 
: Oise OF Beats Revie Wiis csis inns con ceasscasecti-ssnne 455, 820 464, 800 473, 200 
3. Office of Legislative Reference... _- eiigpeahientarésie heal 194, 882 197, 200 200, 600 
4. Office of Management and Organization. addptateatalidichdiad ciel ais 412, 649 447,700 454, 800 
5. Office of Statistical Standards............-. sailing 366, 497 417, 600 423, 900 
6. Program divisions: 

(a) Commerce and finance. -..--..---.------ Apia egell 403, 430 407, 900 417, 000 
(6) International_ ic cian snaps Grcdaga elaine tiias ai ikea 325, 759 316, 600 24, 100 
(Oe) EAGT GG WOEROE 6 oss 2d ek sanddscdschinsant 428, 088 440, 900 451, 300 
aa error abeninawdlaan 483, 890 514, 700 525, 400 
(e) Resources and civil works__ LL. Weokwdaneoube 469, 279 499, 100 503, 900 
7. Executive direction and administration Ripnddsceeewene 583, 265 634, 130 650, 000 
Total program costs_. 4, 348, 313 4, 570, 530 4, 665, 000 
8. Relation of costs to obligations: Obli gations incurred 

for costs of other years, net....--...-- ea nathenad 174 37 - 

Total program (obligations) ...............-...--- : 4, 348, 487 f 4, 570, 567 4, 665, 000 
Financing: 

1959 appropriation available in 1958_..-........-.------- —18, 433 18, 433 fae Sen 
Unobligated balance no longer available 9, 706 | i heck 
New obligational authority. ............-..--.--- peal 4, 339, 760 7 4, 589, 000 | 4, 665, 000 
“2s -|--—--—. += 


4, 205, 000 | 4, 665, 000 
384, 000 | ....__- F 
' 


j moos 
New obligational authority: Appropriation. cat aendiaed 4, 339, 760° 
Proposed supplemental due to pay increases. - - - edt Brass 
{ 





1959 estimate | 1960 estimate 























1958 actual | 
| 

Total number of permanent positions. ..................--.- 451 | 433 433 
Full-time equivalent of all other r positions. panel hatin bat 3 | 5 5 
Average number of all employees. ea athe ate 436 | 428 428 
Namber of employees at end of year..................-----.-- 433 } 427 427 
SPIE GD GS. AG GUNES sisi ihc cntnsatccadendicactes 10.6 $8, o12 | 11.0 $9, 110 | 11.0 $9,204 
| ——— oh eee 

01 Personal services: 
Permanent positions. . ; hadsotsdch<cddecessy “Qa $3, 864, 000 $3, 920, 200 
Positions other than perm: anent.. ava eee 15, 689 | 40, 000 40, 000 
Other personal services... : cena aame se 23, 248 25, 000 40, 200 
Total personal services-. sinned aniaeneanaieeeonnameiae 3, 718, 840 3, 929, 000 4, 000, 400 
62 Travel_. ashi swdbbbhodektdedaigetacs 88, 277 110, 000 110, 000 
0 Transportation of things. ._--- — A ale 426 2, 000 2, 000 
04 Communication services : ‘ i cane eine 54, 168 56, 000 56, 000 
Ge PERMCIDS GAG POPTOUINCI ae osc 6 once cnicnceducneccccsesns 130, 919 139, 000 139, 000 
07 Other contractual services- gain a 18, 395 18, 400 18, 400 
Services performed by other agenctes...__._._______- 27,444 30, 000 30, 000 
ie > Cee GUN MMI 0 on ecctionieidanhadheasquhniadeigne 33, 045 28, 000 28, 000 
09 Equipment. baths Ntacemite 25, 956 22, 000 22, 000 
11 Grants, subsidies, and contributions. _ ages tea adhe glint 232, 322 253, 600 258, 200 
15 Taxes and assessments. ; Se asseaiteeaetoets 262 1, 000 1,000 
1959 program obligated in 1958.................----.---.------ 18, 433 IRA Fis i ci 
eee CUE hat chinks kL dcaled dps dbbcenbbsckhaeed 4, 348, 487 4, 570, 567 4, 665, 000 
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Mr. Anprews. The budget request for the Bureau of the Budget for 
1960 is for $4,665,000 as against $4,205,000 for 1959, is that correct, 
Mr. Stans ? 

Mr. Srans. That is correct, sir. 

Mr. Anprews. We will hear your general statement. 


GENERAL STATEMENT 


Mr. Stans. The appropiration request of the Bureau of the Budget 
for fiscal year 1960 is for $4,665,000. ‘This is $76,000 more than the 
amount estimated to be available for the current fiscal year, of which 
$4,205,000 has been appropirated and $384,000 has been proposed for 
a supplemental appropriation to meet pay act costs. 

The requested appropriation will allow the Bureau to continue to 
operate on the basis of the same number of positions and man-years 
as in the current fiscal year. It would pay the cost of the additional day 
which occurs in fiscal year 1960 over and above the number of days 
which occur in 1959, and the full-year costs in 1960 of grade promotions 
made in 1959, together with such related costs as contr ibutions to the re- 
tirement fund. Any less money would force a staff reduction. 

An adequate as well as resourceful staff is required to carry out the 
budgetary responsibilities, the management functions, and the other 
duties with which the Bureau of the Budget is charged by statute. 
The funds which we are requesting will provide a minimum staff with 
which to perform these duties within their present scope, or a total 
of 435 positions, the same number as for 1959, but 99 less than 10 years 
ago. 

The Bureau also requests the deletion of two limitations and one 
provision in its appropiration language. As to the first, the present 
limitation of $900 for teletype news service will not cover in 1960 the 
charge by the company providing the service. We believe that the 
Congress, in view of the important and vital matters with which it must 
deal in the appropiration process, should not be burdened with succes- 
sive requests necessary for upward revisions based on General Services 
Administration contracts. Removal of this limitation also requires 
the simultaneous deletion of the present $400 limitation on newspapers 
and periodicals, because otherwise our teletype service would be con- 
strued to fall under this limitation for newspapers and periodicals. 
Neither of the two items has created any control problem in the past nor 
is likely to present a problem in the future. The alternative is to 
increase the $900 to at least $1,100. 

The authorizing clause permitting the use of the Bureau’s appropria- 
tion for the purpose of attending meetings is no longer needed. Sec- 
tion 19(b) of the Government E ‘mployees Training Act of 1958 pro- 
vides that any appropiration to an agency for tr avel expenses is avail- 
able, to quote the law, “For expenses of attendance at meetings which 
are concerned with the functions or activities for which the appropria- 
tion is made or which will contribute to improved conduct, supervision, 
or management of those functions or activities.” Similar appropria- 
tion language for other agencies of the executive branch is proposed 
for deletion in the 1960 budget. 

We request that—and I say this quite urgently, Mr. Chairman—that 
the committee approve the $4,665,000 estimate without change, to- 
gether with the deletion of the two limitations and of the additional 
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provision m the Bureau’s appropriation language which I have 
described. 

Our justification material is in great detail and I will not repeat 
it here, but members of my staff and I will be glad to answer any 
of your questions. 

Mr. Anprews. Thank you, Mr. Stans. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Reporter, will you insert in the record pages 1 through 6 of 
the budget justification. 
(The pages referred to follow :) 


JUSTIFICATION OF ESTIMATES FOR 1960 
GENERAL STATEMENT 


The Bureau of the Budget requests an appropriation of $4,665,000 for fiscal 
year 1960. This is $76,000 more than the amount estimated to be available 
for the current fiscal year, of which $4,205,000 has been appropriated and 
$384,000 will be proposed for a supplemental appropriation to meet pay 
act costs. 

The requested appropriation will allow the Bureau to continue to operate 
during the budget year on the basis of the same number of man-years as in the 
current fiscal year. The slight increase in the proposed appropriation amount 
is needed in part to cover this year’s additional payday above the number of 
paydays budgeted for in 1959, and in part to cover the full-year costs of overdue 
grade promotions made during the current fiscal year, together with related 
eosts such as those resulting from the proportionately higher contributions to 
the retirement fund. 

On various occasions in the past, members of the Appropriations Committee 
have questioned whether the size of the Bureau's staff was adequate to the 
exacting and complex job the Bureau is charged with doing by law. Analysis 
of the budgetary requirements of the executive branch and assistance to the 
President in the formulation of the annual budget are tasks that make excep- 
tional demands upon the Bureau. This applies to the fullest extent in a 
period like this, when planning for national security, consideration of do- 
mestic programs, and the achievement of sound Government finance must be 
so carefully balanced. 

Necessarily, it requires an adequate as well as resourceful staff to carry out 
the budgetary responsibilities, the management functions, and the other duties 
with which the Bureau of the Budget is charged by statute. The funds which 
we are requesting will provide a minimum staff with which to perform these 
duties within their present scope. 

The appropriation requested for 1960, together with estimated reimburse- 
ments, will support a total of 435 positions, the same number as for 1959, but 
99 less than 10 years ago. Of this total, 287 positions represent professional 
staff. The remainder, 148, represent secretarial, clerical, and service employees. 
Including estimated reimbursements, the amount requested will support 425 
man-years of employment, the same number as for 1959. 

The table below provides comparative data on the request for 1960 and 
appropriations and positions for the last several years. 





Fiscal year Appropria- | Positions Fiscal year | Appropria- | Positions 
| tion | | tion 
| | 
aie SSeS eS ie te n _——— i eT ee i a 
1960 (estimate).........| $4, 665.000 | 435 || 1955...- ---------| $3,388, 617 | 435 
1959_. . w----->+---2-] | 4, 589, 000 435 || 1954_... ee ice | 3, 412, 000 | 446 
1958__. aS 2 4, 339, 760 | 455 ||. 1953... ; Reel 3, 461, 200 | 485 
POT 95525 3, 935, 000 | SH WOGR 6. 230 3, 608, 000 | 515 
1956... - | 3, 559, 000 | 425 | ee ee | 3, 412, 000 | 534 
1 








1 Includes $384,000 proposed supplemental appropriation to meet pay act costs. 
2 Includes $134,760 from supplemental appropriation to meet pay act costs. 
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The Bureau also requests the deletion of two present limitations and one 
provision in its appropriation language. 

The present limitation of $900 for teletype news service will not cover in 
1960 the cost of the same service we are now getting. The charge by the com- 
pany providing the service is estimated to be increased to about $1,100. Nor 
ean future increases be foreseen readily at the time euch year that the Bureau 
prepares its budget. We believe that the Bureau, as well as the Congress—in 
view of the important and vital matters with which it must deal in the appro- 
priation process—should not be burdened with limitations of this type, and the 
successive requests necessary for upward revisions. The amount required to be 
paid is in fact determined by contracts let by the General Services Adminis- 
tration. 

The removal of this limitation also requires the simultaneous deletion of the 
present $400 limitation on newspapers and periodicals. The reason is that 
teletype service is a form of news service and that, with the removal of the 
teletype proviso requested above, teletype service would be construed to fall 
under this $400 limitation for newspapers and periodicals. Neither of these 
items has created any control problem in the past. They can, we believe, be 
dealt with administratively without difficulty and in a manner acceptable to 
the Congress if the limitations are removed. 

The authorizing clause permitting the use of the Pureau’s appropriation for 
the purpose of attending meetings appears to be no longer needed in view of 
section 19(b) of the Government Employees Training Act of 1958 (72 Stat. 336). 
That clause provides: “Hereafter any appropriation available to any depart- 
ment for expenses of travel shall be available for expenses of attendance at 
meetings which are concerned with the functions or activities for which the 
appropriation is made or which will contribute to improved conduct, supervision, 
or management of those functions or activities.’ For this reason this authoriza- 
tion may be deleted from our appropriation language. Similar provisions for 
all departments and agenices of the executive branch are proposed for deletion 
in the 1960 budget. 

FUNCTIONS AND ORGANIZATION 


In fiscal year 1960, emphasis will continue to be placed on the most effective 
exercise of the Bureau’s main functions. They are (1) preparation and admin- 
istration of the budget, (2) improvement of Government organization and man- 
agement, (3) improvement of accounting and other phases of financial manage- 
ment, (4) analysis and review of legislation, and (5) coordination and improve- 
ment of Federal statistics. 

The organization of the Bureau is shown in the attached chart. The nature 
of its functions makes it essential for the Bureau to maintain close working re- 
lationships with all agencies of the Federal Government. The normal channels 
in which these working relationships are maintained are provided by the five 
divisions of the Bureau: Commerce and Finance, International, Labor and Wel- 
fare, Military, and Resources and Civil Works. As a means of dealing with Goy- 
ernment-wide problems of a specialized character and of furnishing guidance 
and assistance to the divisions, the Bureau makes use of five internal offices: 
Accounting, Budget Review, Legislative Reference, Management and Organiza- 
tion, and Statistical Standards. 

Each of the offices and divisions contributes to the discharge of the Bureau’s 
budgetary and management responsibilities. Budget work extends throughout 
the entire fiscal year. Early in the spring, consideration is given to the objectives 
and policies to govern the preparation of the budget which goes to the Congress 
at the beginning of the next calendar year. In formulating his recommendations, 
the Director relies on the continuing job of probing and analysis done by Bureau 
staff in field examinations as well as in Washington. This job is focusSed on 
many things—agency programs, organizational structure, administrative per- 
formance, financial management and reporting, operating efficiency, workload 
trends, and other factors of budgetary significance. The Director also discusses 
the budget outlook with the heads of major agencies to gain their views about 
changes in policies and programs which will affect their budgets. When approved 
by the President, the Director’s recommendations form the basis of the Bureau’s 
eall for estimates, which guides the agencies in preparing their budgetary 
requests. 
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As the agencies develop their estimates later in the year, Bureau staff are 
called upon for assistance and advice on many questions. Upon submission to 
the Bureau, the estimates are given an independent examination, which includes 
hearings attended by the responsible agency officials. Next Bureau staff formu- 
late recommendations for review by the Director, in consultation with his 
immediate assistants. Then, after further conferences with the heads of larger 
agencies, the Director presents his recommendations to the President. When 
the President has made his decisions, the Bureau transmits them to the agencies 
so that they may provide the necessary supporting materials for inclusion in the 
budget document. In addition, the Bureau has to supervise the preparation of 
the budget document itself. 

Finally, side by side with the heavy burden of budget formulation, the Bureau 
centers close attention on the current budget throughout the fiscal year. That is 
done principally through the apportionment system and through the constant 
review of agency operations, supplemented by studies of accounting and man- 
agement reports. 


LIMITATION ON NEWSPAPERS AND PERIODICALS 


Mr. Anprews. With reference to the proposal for new language, 
the justification states that the limitation on newspapers and periodi- 
“als can be dealt with administratively in a manner acceptable to the 
Congress. 

What is meant by the term “acceptable to Congress” and how would 
it be nip “Sah tothe Congress ? 

Mr. Srans. Mr. Chairman, this is a matter of a contract let by the 
GSA to provide teletype service to the Bureau. I think the most 
acceptable way would be to accept a commitment from the Director that 
we will not increase the service but will pay the price that we have 
to pay to continue the same service. 

Mr. Anprews. What conclusions has the Bureau of the Budget 
drawn from the information gathered as required by section 208 of 
the General Government Matters Appropriation Act for 1959 with 
reference to policy on employee rental charges ? 

Mr. Srans. Mr. Staats will answer that. 

Mr. Sraats. Mr. Andrews, we have this matter, as you know, under 
study at the present time in the Bureau, with the idea of revising and 
bringing up to date the circular which we issued on this, I be lieve, in 
1952, , which in turn was based on the 1928 act. 

There have been meetings within the last week on this with the agen- 
cies concerned, and it is our expectation that we will have something 
by way of a conclusion on this by the 15th of May, but this matter has 
not yet come to Mr. Stans or to me for review. This is about the status 
of it at the present time. 


OFFICE OF ACCOUNTING 


Mr. Anprews. The functioning of the Office of Accounting is 
described on page 8 of the justifications. How is overlapping ‘and 
duplication between this office and the GAO and the individual 
accounting offices of the various agencies minimized or avoided 
entirely ? 
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Mr. Srans. Mr. Chairman, I think I can assure you that there is no 
overlapping or duplication between our Office of Accounting and 
the GAO. 

Our Office of Accounting is engaged principally in the development 
of suggestions to the: agence ies and assist ing them in improv ing account- 
ing pr act ices 

The GAO, as you know, has the principal function of auditing the 
accounts of the Gover nment and we do none of that. 

There is one program in which we collaborate very closely and 
that is the program known as the Joint Program for Improv ement of 
Accounting in the Government, which is carried out in collaboration 
between the Bureau of the Budget, the General Accounting Office, and 
the Treasury Department, each supplying a staff and time to assist 
in monitoring an overall program to improve the accounting of all 
of the agencies of the Government. 

That program has now completed its 10th year, and a report on 
the 10 years of activities was released a few months ago. 

Mr. Anprews. What new developments may be expected as a result 
of the joint accounting program and what part will the Bureau of 
the Budget play in br inging them about ? 

Mr. Srans. The Bureau of the Budget will continue to collaborate 
with the other agencies and devote approximately the same personnel 
and time that it has devoted in the past to this program. 

The program has been broken down into a number of phases. 

One of the phases is the development of accrual accounting in the 
Government. Another is the establishment of property accounting 
in the Government. These and other steps of the program are fairly 
well underway. Some of them will take some time to complete, par- 
ticularly in the Department of Defense, which, as we all recognize, is 
equal in size and in complexity perhaps to all the rest of the Govern- 
ment put together. 

But the program will continue along the general lines of providing 
accrual accounting, cost-based budgeting, and account ing for the prop- 
erty of the Gov ernment, and then we will move into perhaps what is 
the last and most important phase, which is the development of finan- 
cial reporting processes on an improved basis to assist the heads of the 
agencies in the management of their responsibilities. 


OFFICE OF BUDGET REVIEW 


Mr. Anprews. Could you give us several examples of recommenda- 
tions resulting from the work of the Office of the Budget Review 
which may produc e expenditure reductions and other savings, as indi- 
cated on page 9 of the justifications ? 

You state: 

As a result of this project the President is making a number of legislative 
proposals to Congress, which if adopted, will result in expenditure reductions 
and other savings. 

Mr. Srans. These projects are discussed under the heading of this 
office, but actually are bureau-wide projects. 

There are altogether 18 recommendations in the Federal budget for 
1960, suggesting that Congress take a look at existing Government 
programs with the objective of modernizing them or reducing their 
scope to recognize current conditions. 
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One illustration is the program of loans to the Rural Electrification 
Administration, in which the administration proposes that the interest 
rate be increased to the cost of money to the Government, plus ad- 
ministrative expenses. Another is the program of public assistance, 
in which the Federal Government make grants to the States to sup- 
port this program. The President has recommended that the Fed- 
eral participation be reduced somewhat. 

There are a number of other proposals along that line. 

Mr. Anprews. Is that the old-age assistance program ? 

Mr. Stans. That is not the OASI, which is the social security pro- 
gram. This is the one of public assistance through the States to indi- 
viduals who may be aged or to dependent children, and so on. That 
program was set up, Mr. Chairman, many years ago before social 
security had matured, and among the considerations is the question of 
whether the program, now that social security has matured, should be 
modified so that the Federal contribution is less and the local contri- 
bution is increased. That is the proposal in the budget. 


OFFICE OF MANAGEMENT AND ORGANIZATION 


Mr. Anprews. What is the relationship of the Office of Management 
and Organization to the Civil Service Commission and the GSA in 
the areas of personnel and property management ? 

Mr. Srans. The Office of Management and Organization has a small 
number of employees in the field of property management and a small 
number in the field of personnel. 

There is no overlapping between those responsibilities and those of 
the agencies you mentioned. The employees in the Bureau in the 
personnel area devote their time principally to the development and 
coordination of legislative proposals that emanate from various agen- 
cies, and in the case of property management devote their time to 
increasing the effectiveness of this type of activity within the executive 
branch. 

In neither case, as I said, is there an overlapping with the responsi- 
bilities of the agencies you mentioned. 


SPECIAL ASSISTANT TO THE PRESIDENT FOR PERSONNEL MANAGEMENT 


Mr. Anprews. How do the responsibilities and authorities of the 
Special Assistant to the President for Personnel Management relate 
to and compare with those of the Civil Service Commission and other 
agencies which may be active in the personnel management area? 

Mr. Stans. Well, the Special Assistant to the President for Per- 
sonnel Management has a very small staff, just a few people. His is 
entirely a policymaking, or policy-advising function to the President. 
In the course of that he draws upon the Bureau of the Budget and the 
Civil Service Commission and others for information and assistance, 
but again, I do not believe there is any duplication of activity. 


DATA PROCESSING EQUIPMENT 


Mr. Anprews. What success has the Interagency Committee on Data 
Processing had in effecting economy and efficiency in the use of high- 
speed electronic equipment in the various Government operations? 
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ir ins. Mr. Chairman, I am not sure that I can answer that. 
Iwi ve to submit an answer for the record. 


I 


(Ini. .ation subsequently furnished follows :) 


fhe Interagency Committee on ADP is an advisory body, which has made 
studies of several technical and management problems, including a study to 
determine when electronic computer equipment should be rented or purchased 
and a study to determine the feasibility of multiuse of an automatic data- 
processing facility by two or more Federal agencies in order to assure its full 
utilization. Studies now underway involve such matters as development of 
cost controls, of criteria for determining the feasibility of acquiring and using 
ADP equipment, and of an orientation and training program. ‘These studies 
form the basis for actions to be taken by the Bureau on the management problems 
of making efficient use of ADP systems, 


ELECTRONIC EQUIPMENT PROGRAM 


Mr. Anprews. What specific actions has the Bureau of the Budget 
taken in guiding and directing the electronic equipment program 
through all the Government agencies? 

Mr. Srans. We have taken several actions. We have undertaken 
a study of the Government’s data-processing needs and a study of the 
long-range requirements for data-processing personnel. 

The study of the manpower problems is under contract with a private 
agency. 

Mr. Anprews. What agency ? 

Mr. Srans. The private management engineering firm of Lester B. 
Knight & Associates. 

The report on this is due shortly, and we will have an opportunity 
to analyze it. This is a very important area in the Government be- 
eause the use of electronic computers and supporting equipment, not 
only for accounting and recordkeeping but for scientific programs, 
engineering, and intelligence and military operations is approaching 
alevel of $2 billion a year. 

Mr. Anprews. And getting higher and higher every year. 

Mr. Srans. Getting higher all the time. I think it should be made 
clear that the business management aspect of that is a small part of 
it in relation to the scientific uses of that type equipment. 

Mr. Anprews. Are you making any study as to whether or not there 
isany duplication in these efforts? 

Mr. Sraarts. That is involved in the study that the Bureau has been 
making, and we have been developing a report which is going to be 
made available to the Manpower Utilization Subcommittee of the 
House Civil Service Committee at Mr. Davis’ and Mr. Murray’s re- 
quest. That report is about ready, and we will furnish it to that 
committee and be happy to furnish it to this committee as well. 


OFFICE OF MANAGEMENT AND ORGANIZATION 


Mr. Anprews. How are the activities of the Office of Management 
and Organization in the reduction of competition with private business 
related to the activities of the Small Business Administration and the 
efforts of the Defense Department to take into consideration the 
capability and means of small businesses? 

Mr. Srans. Actually, they are two different and independent pro- 
grams. The efforts to eliminate the Government from competition 
with business are based on an inventory of Government activities 
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prepared several years ago, a very substantial number of activities 
in Government agencies being involved. That is one of continual 
progress. It has just been reviewed recently with the objective of 
modifying the policy somewhat and pushing it ahead more rapidly, 
but it has resulted so far in the withdrawal of the Government. from 
something like six or eight hundred activities which could be pro- 
vided by private business. 


INFORMATION DIRECTOR 


Mr. Anprews. What purpose is served by the information officer 
in the immediate office of the Director of the Bureau of the Budget? 

Mr. Stans. That is a responsibility of assisting the press in getting 
information on Government activities of one kind and another. It is 
a one-man office with only an information officer and a secretarial 
assistant. There are tremendous numbers of calls on the Bureau for 
information of one kind or another which is available to the press, 

Mr. Sraars. I might say we actually think it saves a great deal 
of the time of our higher paid professional staff by having a person 
who has the information available and does not disturb the profes- 
sional people to answer questions from the press. 


APPORTIONMENT OF APPROPRIATIONS 


Mr. Anprews. Mr. Stans, we are hearing more and more com- 
plaints in Congress about the action of the Budget Bureau freezing 
funds that have been appropriated by Congress for certain purposes. 

This year, for instance, in connection with the Defense Department 
appropriation bill, Congress appropriated money for the Marine 
Corps to enable the corps to keep its strength at 200,000 officers and 
men, I believe, and expressed a clear intent that the strength of the 
Marine Corps should be retained at that level. 

The money was impounded by the Budget, or if not apportioned 
by the Budget to the Marine Corps and as a result the Marine Corps 
is being reduced from 200,000 down to 175,000 at the end of this fiseal 
year. 

The same thing is true with the Army. Congress appropriated 
money to keep the strength of the Army during ‘fise: al year 1959 at 
900,000 officers and men. That additional money that was appro- 
priated by the Congress was impounded or apportionments were not 
made by the Bureau of the Budget and the strength of the Army is 
being and will be reduced to 870,000 by the end of this fiscal year. 

What authority does the Bureau of the Budget operate under in 
taking such action contrary to congressional action / 

Mr. Stans. Well, Mr. Chairman, the actions in the cases you men- 
tioned were decisions by the President as Commander in Chief, on 
the recommendation of the Secretary of Defense, and I believe the 
Joint Chiefs of Staff. The Bureau of the Budget performed only a 
mechanical function of setting aside the money “that was involved. 

Mr. Anprews. It was a policy matter determined at a higher level 
than your office ? 

Mr. Srans. That is correct. 
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Mr. Anprews. Did your office have anything to do with the de- 
termination of that policy to reduce the strength of those two 
services ? 

Mr. Stans. I would say that we concurred in it, but the decisions 
as to the manpower requirements of the services are not basically de- 
cisions in which we play a significant part. 

Mr. ANprews. You are just an action agency. You are the so-called 
“hatchet agency” of the administration ¢ 

Mr. STans. I dislike the name, sir, but 

Mr. ANDRE ws. You know what I mean. 

Mr. STans. I may add this fact, that I sit in with the National 
Sec urity Council, at which matters of this type are considered, and 
participate in those discussions and decisions that take place there. 

Mr. Anprews. But the decision was that of the Commander in Chief, 
the President ? 

Mr. Srans. That is correct. 

Mr. Anprews. And yours was only an action agency carrying out 
his decision ¢ 

Mr. Srans. That is correct. 

Mr. Anprews. The same is true, 1 guess, when funds are withheld 
for procurement of material for the armed services—planes, ships? 

Mr. Stans. If you are referring to the amounts by w hich the Con- 
gress increased the military budget last year for military procurement, 
that is correct. The Secretary “of Defense announced that he would 
accept those amounts as available money and would request the use of 
them when and if the programs advanced to the point at which the 
money could be effectively spent. 

In the last 6 months there have been several instances in which he 
did request that the Bureau of the Budget release some of that money, 
and it has been released. 

If the Secretary determines in the case of the remaining portion of it 
that the time has come when the money, considering the state of prog- 
ress of the particular programs, can be used effectively, I am sure 
that the Bureau of the Budget well not in any way interfere, subject, 
of course, to the approval of the President. 

Mr. Anprews. Do you as Director of the Bureau of the Budget have 
authority to withhold money that has been appropriated by Congress ? 

Mr. Srans. Acting as the staff of the President and on the basis of 
his authority, yes. 

Mr. Anprews. I mean aside from the fact that the President takes 
an action, do you as Director if the Budget have authority to freeze 
funds or withhold them from any service or for any purpose for which 
the Congress has appropriated money ? 

Mr. Stans. Well, there are several circumstances under which that 
happens, assuming again, that we act under the President’s authority 
and as his statf, by delegation of his authority. 

One case is a very frequent one in which the Congress has made an 
appropriation for an item for construction. 

The Bureau of the Budget will place that amount in reserve until 
the agency has completed its plans and other engineering preliminaries, 
has acquired the site, and is ready to let a contract. We then release 
the money. 














There is another circumstance under which we do reserve money 
that is appropriated by the Congress, and that is what we « vall “reserves 
for savings.” It may well be that on the basis of evidence at the time 
an appropriation is made a certain sum of money is required to carry 
out a particular action or activity. By the time that the date ap- 
proaches at which the money should be spent, circumstances may have 
changed and if the Bureau is aware of that, it takes the matter up with 
the agency and endeavors to see whether the full amount of money is 
required. 

I can give you a very simple illustration of that, which is partly 
factual and partly hypothetical. Suppose the Congress appropriates a 
given amount of money to the Post Office Department on the assump- 
tion that in the fiscal year it is going to carry 60 billion pieces of mail 
and suppose conditions develop so that it becomes apparent that only 
58 billion pieces of mail are going to be carried. The Bureau of the 
Budget would undertake to deal with the Post Office Department and 
determine how much of the appropriation should be placed in reserve 
and should not be spent. 

Mr. Anprews. The appropriation of that amount of money for that 
purpose by the Cananens is not necessarily the adoption of a policy 
by Congress but on the other hand, in the case of the Marine C orps, 
where the Congress expressly appropriated money to keep the Marine 
Corps at a certain level, that was a policy expression by the Congress 
that they wanted the Marine Corps retained at that level. Would you 
in that case have had authority to withhold the money from the 
Marine Corps on your own without authority from the President ? 

Mr. Srans. I doubt it, and I certainly would never do it without 
direction of the President. 

Mr. Annrews. Off the record. 

(Discussion off the record.) 

Mr. Anprews. Mr. Shelley, do you have any questions? 

Mr. Suetiey. Not at this point. 

Mr. Anprews. Dr. Fenton ? 

Dr. Fenton. Mr. Chairman, I do not want to ask a question, but 
I would like to make an observation. I think you will all agree, of 
course, the question of freezing funds is nothing new; is that right? 

Mr. Stans. No. Lamsure it is generally understood that an appro- 
priation is not a mandate to spend; that the executive branch of the 
Government is expected by the Congress to use discretion in the spend- 
ing of the money that is appropriated. 

Dr. Fenton. And that, of course, applies to the Defense Department 
as well as any other department ? 

Mr. Stans. I assume it does. 

Dr. Fenton. I can well recall that in the Defense Department some 
years ago the Congress was very much interested in more airplanes 
and the funds were frozen. So itis nothing new. 

Mr. Srans. I am sure it is not. 

Mr. Anprews. Mr. Michel? 

Mr. Micne.. Alluding to the observation the chairman made and 
also Mr. Fenton, in the precurement of military equipment. Take 
tractors, for example, that we produce out our way, does not the GAO 
also have, in a sense, a veto power when it comes to a faulty contract? 
Cannot they withhold payment? 
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The real question is, Do you ever get together with the General 
Accounting Office on the withholding of payment on a particular 
contract: when everything is not on the face “kosher ,” as we might 
Say * ¢ 

Mr. Srans. It is not a normal event, but we do watch very closely 
the findings of the General Accounting Office in their various audit 
reports and if there is an event that indicates necessity for any action 
on our part at all, we do get in and see that it is taken. 

Just a month ago we issued a circular est: iblishing a standard pro- 
cedure across the Government for dealing with recommendations of 
the General Accounting Office in their formal audit reports, so that 
each agency takes the action that it believes necessary as a result of a 
General Accounting Office recommendation and reports to us that they 
have or have not accepted such a recommendation. 

Mr. Micuer. That is all I have. 

Dr. Fenron. Mr. Chairman, just one more observation: Did I un- 
derstand you in the beginning to say, Mr. Stans, that you are not 
auditors ? 

Mr. Srans. We are not auditors in the accepted sense of the term; 
that is correct. 

Dr. Fenton. You do mostly accounting work ? 

Mr. Srans. We have an Office of Accounting, which does not do 
accounting as such, but assists the agencies in improving their ac- 
counting. 

Mr. Suetiey. Will the gentleman yield? 

Dr. Fenton. Yes. 

Mr. Sueuiry. In view of your answer, you are not auditors, with 
which I agree, but would you say you are estimators in a sense to esti- 
mate whether or not a given agency or department should properly 
expend the funds which “have been appropriated for a given purpose ? 

Mr. Srans. Yes. I would say that is a word that might be used to 
indicate our function in the determination of the needs of the Govern- 
ment for budget purposes. 

Mr. Sueiiey. If I may take a minute, Mr. Chairman. It will help 
clear something in my mind. The Bureau of the Budget is an execu- 
tive department, answerable directly to the P1 esident. It is his de- 
partment, basically. 

Mr. Srans. That is correct. 

Mr. SuHetiey. The GAO is an accounting office basically set up for 
checking contracts and postauditing, which is basically answerable 
to the Congress; is that correct ? 

Mr. Stans. That is correct. That is the basic distinction. 

Mr. Sueuiey. It is headed by the Comptroller General 

Mr. Stans. That is correct. 

Mr. SHELLEY. Who is appointed by the President ? 

Mr. Stans. Yes. 

Mr. Suettey. That is all at this point, Mr. Chairman. 

Mr. ANprews. Gentlemen, the committee will stand adjourned un- 
til 10 tomorrow morning, at which time we will hear the National 
Security Council; at 2 o’clock tomorrow afternoon the American 
Battle Monuments Commission. 

Mr. Stans, you will be back with us Tuesday morning at 10 o’clock 
to answer some questions in connection with automobiles and also 
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the emergency fund of the President, and the expenses of management 
improvement. 

Mr. Srans. I will be happy to come and answer any questions on 
any subject, Mr. Chairman. 

Mr. Anprews. In addition to those there will be further questions 
about your Bureau. 

Mr. Srans. Yes, sir. 


Turspay, May 5, 1959 


BurREAU OF THE BupGer 


Mr. Anprews. The committee will come to order. 

We will hear now from Mr. Stans, Director of the Bureau of the 
Budget, in connection with a request from emergency fund for the 
President. 

Off the record. 

( Discussion off the record. ) 

Mr. Anprews. Ontherecord. Mr. Gary. 


ACCOUNTING IMPROVEMENT PROGRAM 


Mr. Gary. Mr. Stans, in 1957, Mr. Brundage, the then Budget Di- 
rector, came before our committee and asked for a supplemental ap- 
propriation to increase the Budget Bureau staff and to install certam 
recommendations made by the second Hoover Commission. He did 
not promise that the changes would have $4 billion. As a matter 
of fact, he stated, frankly, he couldn’t estimate the savings but he 
didn’t think they would be very large, but he did believe it would 
give him a more efficient operation. We gave him an additional ap 
propri: ation of $385,000 to implement his plans. 

Can you tell us about the reorganization that was instituted at that 
time? What improvements have been made in the Bureau, to what 
extent has efficiency been increased, and what money, if any, has been 
saved ? 

Mr. Stans. Prior to the time, Mr. Gary, of the Hoover Commission 
recommendations to strengthen the accounting program in the Govern 
ment, and also prior to the supplemental appropriation which you 
refer to, the responsibility for accounting improveme nts rested in the 
Office of Management and Organization in the Bureau of the Budget. 

Following the receipt. of the supplemental appropriation, the Office 
of Accounting was created as a separate entity within the Bureau of 
the Budget. The employees i in the Office of Management and Organ 
ization with accounting background were transferred to this Office rand 
the staff was augmented. 
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The broad purpose of this reorganization and increase in emphasis 
on accounting was to enable the Bureau to assume a much more active 
role in bringing about improvements in the financial management prac- 
tices of executive agencies. The Bureau staff carries on that work now 
in cooperation with the General Accounting Office and the Treasury 
Department under what is called the Joint Accounting Improvement 
Program. 

One of the ear ly steps was the issuance of a Bureau of the Budget 
Bulletin (No. 57-5), which set forth guidelines for the improvement 
of financial management. by all of the agencies. That set in motion a 
governmentwide improvement effort wherein each agency was required 
to evaluate its financial management practices on its own, and prepare 
an organized program for bringing about improvements. Within the 
scope of this program there were target dates to be specified by each 
agency for completion of its program. ‘These programs were sub- 
mitted to the Bureau, where they were reviewed jointly with the 
General Accounting Office and the Treasury Department. Discus- 
sions were held with each agency on its program, me an understand- 
ing was reached as to the course to be followed in each case. 

Now, where the agencies required technical aidlaben to bring about 
the improvements, the Bureau and the General Accounting Office, to 
the extent of their limited staff resources, have actually assigned 
staff to work directly with the agencies. The largest illustration of 
that is in the case of the Department of Defense, where the Bureau 
has, I believe, six or seven people almost fully assigned to assist in 
accounting improvement. 

The Bureau has been following up with the agencies ever since to 
see that the target dates are met and work is carried out ina satis- 
factory manner, and to consult with them on matters of principle and 
procedure when they ask for help. We believe, under that. approach, 
considerable progress has been made, and progress is continuing. 

Of course, I may say, the accounting improvement is a slow and 
long-range effort because, among other things, it is nee essary to break 
down and convert traditional approaches to more modern techniques, 
and many times that meets with resistance of one kind or another. 
But there have been annual re ports each year of the activities under 
the joint ace ounting Improve ment program ; eac ‘+h of those re ports sets 
forth the progress each vear by each of the agencies, and includes 
illustrative statements on savings realized by specifie actions of one 
kind or another. I would refer to these reports, Mr. Gray, as the best 
evidence of the accomplishments of the program. 

Now, of course, accounting 1s one of the intangible tools of manage- 
ment, and it is difficult to evaluate sav ings that can be accomplished by 
better accounting. It is possible, of course, to produce evidence of sav- 
ings in the mech: nical processes of bookkeeping, accounting, and so 
forth. There is good evidence of that in a report of last. year of the 
Subcommittee on M: anpower Utilization of the House Committee on 
Post. Office and Civil Service, which showed that. in the financial man- 
agement area, between 1950 and 1957, the number of employees en- 
gaged in bookeeping, accounting, and financial management work i 
civilian agencies was reduced by 15 percent, or about 6,000 cinliniale 
I know, from my own activities in the Government, that a substantial 
part. of that occurred in the Post Office Department, where modern and 
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mechanized techniques of accounting, bookkeeping, and payrolling 
saved a great deal of work. 

That is only one of the benefits from modern accounting, both in 
business and in Government. The basic premise is that accounting 
provides information in an organized fashion for the management of 
any activity as a basis for decisions. Obviously, any savings that are 
realized as a result of better decisions are reflected in the overall re- 
sults of the agency and can’t be pinpointed or totaled. 

I would say, from my limited experience in Government, there is a 
great deal of evidence, ‘how ever, that the increased use of accounting 
data is making it possible for heads of agencies and their subordinates 
to make decisions more promptly and effectively and, I am sure, with 
savings to the Government. 

If there are any further questions on that, Mr. Gary, I would be 
glad to answer them. 

Mr. Gary. I think that answers my question very fully. You are 
aware of my interest in that program. 

Mr. Stans. I certainly am. 

Mr. Gary. As you know, I have been promoting it to the best of my 
ability from the very beginning and I am greatly in favor of proper 
accounting proc edures in the Government. I know that the benefits 
and savings from programs of that kind are intangible—you can’t 
always put your finger on them and yet they are real because of 
ispyeoved metliods and because of greater efficiency of operation that 
they create. Without showing a penny of savings, I would be in 
favor ‘of putting in good accounting procedures for the information 
that you get and for ‘the benefit that it would be in government gener- 
ally; but “T did resent—and resent very strongly, and nobody now 
seems willing to take the credit or blame for it, whichever it is—the 
statement put out either by the Hoover Committee or the staff—I 
think it came from the staff of the Second Hoover Commission—that 
these improvements would save $4 billion. I think that was an abso- 
lutely fictitious figure that was plucked from the air without anything 
to support it, and to create the i impression in the minds of the Ameri- 
can people that we were going to save $4 billion by these procedures. 
Anyone who knew anything about it would have known it was a false 
figure. IT think it was very unfortunate. 

Off the record. 

(Discussion off the record.) 

Mr. Anprews. Back on the record. 

Mr. Stans. I would like to say one thing about that, Mr. Gary. 
You and I discussed this before on the record and off the record. "1 
don’t know how the estimate of $4 billion was made by the task force, 
and I don’t know the factors they considered in making it, other than 
to impress upon the Congress and the people of the country the desir- 
ability of improving accounting generally. I don’t think any business 
in this country can specifically point to the amount of savings that 
are realized by reason of good accounting. It may well be that ina 

case of a manufacturing operation the accounting reports will show 

clearly the inefficiencies that can be specifically developed and the 
savings that can be realized as a result of correcting them. That is 
true also in certain instances in government, but the big value of 
accounting is highly intangible and cannot be pinpointed. 
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I would like to say one more thing in regard to the overall program: 
10 years, it would seem, is a long time for improving accounting 
across the Government, but the resources of the Bureau and General 
Accounting Office and Treasury that are available for this purpose are 
nec essarily limited as they should be and ace ounting isn’t a matter 
that can be changed on a w ide step overnight ; it has to develop almost 
by evolution. The result is there, but we have still a considerable 
distance to go before I would say that the accounting processes of 
government are fully modern and fully effective. 

The only way I can explain that is to give an analogy of a situation 
of a group of people climbing a mountain. When they are half- 
way up to the top they still have a long, long way to go, and the only 
satisfaction they get is wanes they look back and see how far they 
have come; and I think we are there in this program. 

Mr. Gary. I agree with you thoroughly, Mr. Stans, and I am tre- 
mendously interested in the progress you are making. I stand ready 
to give any further assistance any time I can to the advancement of 
better accounting procedures in Government. 

Mr. Stans. Thank you very much. 

Mr. Anprews. Dr. Fenton. 


NUMBER OF PERSONNEL 


Mr. Fenron. I think the progress made by the Bureau of the 
Budget, particularly in the number of positions you have reduced, 
has been very notable. In 1952 and 1951, 534 positions down to an 
estimated 455 today. I am just wondering, Mr. Stans, how you took 
up the slack in the 99 positions in that time ? 

Mr. Srans. I may say, the problem is even greater than is indicated 
by direct comparison, because in the meantime we added accounting 
functions and some other functions given to us by the Congress and 
as part of the executive branch. However, all I can say is that the 
Bureau is operating under very tight manpower ce ‘lings. The pres- 
ent request is really the minimum, we think with which the Bureau 
can be etfective. 

One of the penalties of being the Bureau of the Budget, Mr. Fenton, 
is that we have to show the way to the other agencies, and that is 
one of the reasons we have been particularly tight in our own man- 
power. As you know, most of the sgencies have increased where we 
have decreased. The _ are some areas of ae ‘tivity for which in some 
future vear, I think, the Bureau should suggest to the Congress some 
increase in personnel. T have particular reference to our Office of 
Management and Organization, which has some very broad-based re- 
sponsibilities for the improvement of management and organization 
across the Government. There is plenty of evidence, of course, that 
management can always be improved, and I am sure the head of every 
agency would be inclined to believe there are opportunities for im- 
provement. 

We have a program underway for accomplishing that, but the staff 
we have in that office is pretty largely devoted to day-to-day activi- 
ties of one kind and another in personnel management, property man- 
agement, Executive orders, working with the President’s Advisory 
Committee on Government Organization, and a great many things like 
that. So we have very little flexibility in having staff available to 
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work with an agency in management improvement work as we have 
in our accounting improvement function. 

So I say, in some future year, I think, the Bureau should come 
before this committee with a request for an increase in the size of 
that staff. 

OVERTIME 


Mr. Fenron. Do you have very much overtime work on the staff? 

Mr. Srans. We have some. We had a study made over a pet riod 
of a year’s time that indicated that the staff of the Bureau put in 
approximately 19,000 hours of overtime in the course of that fiscal 
year. That, however, is not too useful a figure because many people 
are not required to put in much overtime while others find their 
responsibilities such that they put in quite a bit. 

I think that covers it. 


INCREASES OVER 1959 


Mr. Fenvon. I think you should be commended for the job you are 
doing. A good many of the Members of Congress look to you for 
assistance in improving the efficiency and economy of Government 
operations. TI certainly think you should be staffed to give the best 
you can to this Government of ours. You are asking, Mr. Stans, for 
$4,665,000, which is an increase of $76,000 over the amount appro- 
priated for the current year and the supplemental you have requested 
for pay increases. W hat makes up the increase you are requesting ? 

Mr. Stans. Of that increase, $15,200 is due to the extra workday 
in this fiscal year over the previous fiscal year. Of the balance, $35,000 
is due to the additional 1960 cost over 1959 of the grade promotions 
that. were made in the Bureau in 1959. 

Mr. Fenton. Is that $15,200 extra overtime? 

Mr. Stans. No; it is just the cost of everybody working an extra 
day in the year. 

Then, there is a further increase of $21,000 in automatic step in- 
creases within grade that will occur in 1960, and $4,600 is the con- 
tribution to the civil service retirement fund that results from these 
other increases in salary costs. 

The important point I would like to make is that this provides 
no increase in 1960 in the staff as against 1959 


Mr. Fenton. That is all I have. 
FUNDS APPROPRIATED TO THE PRESIDENT 


Ewercency Funp ror THE PRESIDENT, NATIONAL DEFENSE 


Program and financing 


1958 actual 1959 estimate | 1960 estimate 


Program by activities: Improving the management of execu 


tive agencies (total obligations) ‘ $152, 630 $155, 233 $161, 000 
Financing: 
Unobligated balance brought forward 518, 863 366, 233 —211, 000 


Unobligated balance carried forward 366, 233 211, 000 300, 000 


Appropriation (new obligational authority) ; 250, 000 
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Object classification 





1958 actual | 1959 estimate | 1960 estimate 


EXPENSES OF MANAGEMENT IMPROVEMENT 


Reserved for future allocations $108, 548 $161, 000 


ALLOCATION TO BUREAU OF THE BUDGET 


Full-time equivalent of all other positions 2 3 
Average number of all employees 3 3 = 
Number of employees at end of year 3 3 4 
01 Personal services 
Positions other than permanent $20, 703 $40, 842 | “ 
Other personal services 150 129 
Total personal services 20, 853 40, 971 | 
02 Travel 689 1, 090 ike 
07 Other contractual services 79, 957 2, 398 | 
11 Grants, subsidies, and contributions 1, 036 2, 205 . 
15 Taxes and assessments 95 21 * 
102, 630 46, 685 " 


ALLOCATION TO NATIONAL LABOR RELATIONS BOARD 


07 Other contractual services 50, 000 


Total obligations. 152, 630 155, 233 | 161, 000 


Mr. Anprews. Now, Mr. Stans, we have a request before the com- 
mittee for $1 million for the President's emergency fund. That is the 
same amount your request has been for the last 2 years. You had one 
request in 1958 for $5 million, but the committee allowed $1 million. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Reporter, will you insert in the record pages 1 and 2 of the 
budget justification. 
(Page 1 of the budget justification follows :) 


JUSTIFICATION OF ESTIMATE FOR 1960 


An appropriation of $1 million is requested for the “Emergency fund for the 
President, national defense,” for the fiscal year 1960. The purpose is to furnish 
the President with funds necessary to meet emergencies affecting the national 
interest, security, or defense which may arise at home or abroad. 

In directing the widespread and complex machinery of the Federal Govern- 
ment, the President may be faced at any time with sudden emergencies and 
unforeseen problems which affect the national interest, security, or defense, and 
which do not fall within the scope of the regular activities of any one of the 
Government agencies. The President must have sufficient funds at his disposal 
to deal swiftly and effectively with such emergencies or problems when they 
arise. Congress has recognized this need by providing a contingent fund of this 
character for many years. Funds for the day-to-day operation of the Presi- 
dent’s immediate office are not intended to be sufficicent to meet this type of 
situation. 

If it were possible to foresee the situation that would require prompt use of 
this fund by the President, amounts could be included in regular budget pro- 
posals as with other matters. It is and will continue to be the practice to re- 
strict any items charged to this account to amounts for real emergency needs 
Which cannot properly be met from regular budget accounts. Despite such a 
restrictively policy, however, the total amount must be adequate to meet all con- 
tingencies. Under present conditions, and considering the size and scope of the 
Government's operations, it is felt that the minimum amount which it would be 
appropriate to provide for the President as an emergency fund for fiscal year 
1960 is $1 million. 
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In fiscal year 1959, $1 million has been available for allocation from this 
fund. Allocations made through January 15, 1959, have amounted to $560,000, 
leaving a balance for the remainder of fiscal year 1959 of $440,000. 

In summary, the current status of the emergency fund for the President, na- 
tional defense, is as follows: 


Emergency fund for the President, national defense 


Appropriated in General Government Matters: 
Appropriation Act, 1959___ ~~~ ee $1, 000, 000 





Allocations during fiscal year 1959: 
Department of Commerce (Dec. 20, 1958) (to make study re- 
quired by Public Law 85-880 of extent to which the Federal 
Government should participate in the World Science-Pan Pa- 
cific Exposition to be held in Seattle, Wash., in 1961) ----_- 60, 000 
Department of Defense (Dec. 23, 1958) (to cover expenses ‘of 
the President’s Committee To Study the U.S. Military As- 
sistance Program) —_- ; 400, O00 
Department of Commerce (Jan. 15, 1959) (to provide Com 
merce with staff of transportation experts for evaluation of 


Nation’s transportation needs and problems) 100, 000 
Total allocations as of Jan. 15, 1959 560, 000 
Unallocated balance available as of Jan. 15, 1959 440, 0) 


It is planned to exercise the same close discretionary control in 1960, and 
any funds not required will lapse. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 


GENERAL STATEMENT 


Mr. Anprews. Back on the record. Mr. Stans, you may proceed 
with your general statement. 

Mr. Srans. The appropriation requested for fiscal year 1960 for 
the emergency fund for the President, national defense, is for $1 mil 
lion, the same as for the current fiscal year and several years past. 
The purpose is to enable the President to meet emergencies affecting 
the national interest, security, or defense which may arise at home 
or abroad. 

In directing the executive branch, the President may have to deal 
swiftly and effectively with sudden emergencies and unforeseen prob- 
lems which affect the national interest, secur ity, or defense and which 
do not fall within the scope of the regular activities of any agency. 
Congress has recognized this need by providing a contingent fund of 
this character for many years. Funds for the day-to-day operation 
of the President’s immediate office are not intended to be adequate to 
meet this type of situation. 

It is established practice to exercise close discretionary control over 
the use of this fund. Despite such a restrictive policy, however, the 
total amount must be adequate to meet the needs that might develop. 
U nder present conditions, and considering the scope of the Govern- 
ment’s operations, it is felt that the minimum amount to be provided 
for the President as an emergency fund for fiscal year 1960 is $1 
million. 
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PRESIDENT’S COMMITTEE TO STUDY THE MILITARY ASSISTANCE PROGRAM 


Mr. Anprews. Mr. Stans, the allocation of $400,000 from the 1959 
appropriation from the President’s Committee To Study the U.S. 
Military Assistance Program represents the first time funds have 
been allocated from this ‘study for funds related to the mutual secu- 
rity program, doesn’t it ? 

Mr. Srans. Mr. Chairman, this is an allocation from the fund to 
cover a special committee appointed by the President to make a 
specific study of the military assistance program in relation to the 
entire mutual security program. It is a committee headed by William 
H. Draper, Jr., and referred to as the Draper Committee. Their 
activities began last December, are continuing at the present time, and 
are expected to conclude sometime this year. 

Mr. Anprews. You have told us this fund is intended to enable the 
President to deal swiftly with sudden emergencies. What was so 
sudden about this study? What was the emergency ? 

Mr. Stans. I would say there are several factors that initiated the 
study. One was the basic question of whether our foreign aid pro- 
gram should be directed more or less toward the economic activities 
as distinguished from the military assistance activities. The pur- 
pose of that study was to assist the President by advising him with 
respect to this question. 

And another factor, I am sure, was that the President has, from 
time to time, found the Congress somewhat unconvinced of the urg- 
ency and necessity of appropriations for various phases of the mutu: al 
security program. This was an attempt to get an independent evalua- 
tion of the needs in that area by a bipartisan, independent group 
apart from the Government to secure their advice for the President. 

Mr. Anprews. Why did this money come from the President’s 
emergency fund r: ather than the mutual security fund 2 

Mr. Stans. Mr. Staats will answer that question. 

Mr. Sraats. I think it would be helpful if we could supply a more 
ae statement for the record. The original intention was to 
use those funds, but when the situation was examined it was found 
that there was a technicality in the law which made it unavailable to 
meet this kind of a situation, having the effect of barring the use of 
mutual security funds for a committee of this kind. 

(The information supplied is as follows :) 

The study by the Draper Committee developed, in part, from requests from 
Members of the Senate that the President make a reappraisal of the relationship 
between the military and economie assistance aspects of the mutual security 
program. It was considered desirable, to assure an impartial report, that the 
study be financed from funds not connected with any particular agency of the 
rovernment. Moreover, since the study was aimed at permitting a personal re- 
view by the President, it was believed that the use of funds directly under the 
control of the President was appropriate. In addition, the funds of the mutual 
security program may be subject to certain general restrictions against am vking 
payments for expenses of committees or other similar bodies (31 U.S.C. 672, 
673). For these reasons, mutual security funds were not used to dante the 
Draper Committee study. 

Mr. Gary. Will the chairman yield ? 

Mr. Anprews. Yes. 

Mr. Gary. Isn’t it true the President had a study by the Fairless 
Committee just a short time before this study was made? 
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Mr. Sraats. I don’t believe it was intended to go into the same kind 
of issues, Mr. Gary, as this one was My understanding was that the 
Draper Committee was to go into several specific questions the Presi- 
dent wanted to examine before he made a final proposal. His ad- 
visers recommended to him a special study by a group of this kind. 

Mr. Anprews. Could this study in any way be considered lobbying 
for the mutual security program ? 

Mr. Sraats. It is not. More particularly the Committee went into 
the question as to what is the best relationship of military and eco- 
nomic assistance and how it best should be administered in relation to 
the State Department and the Defense Department. It was that kind 
of issue rather than support for the program on the whole. 

Mr. Anprews. I was under the impression this fund was to be used 
for what the name indicates; namely, an emergency fund used in a 
case of sudden or urgent need. It occurs to me, that making a study 
of a program that has been before Congress for m: inv vears is stretch- 
ing the point considerably. 

Mr. Srans. May I add another piece of information, Mr. Chair- 
man ¢ 

Mr. Anprews. Yes. 

Mr. Srans. The appointment of this committee on November 24 
was, in part, in response to a letter from eight Senators who are 
members of the Committee on Foreign Relations and who, on August 

5 last year, wrote to the President and urged the administration to 

reappr: aise the relationship between the military and economic assist- 
ance programs, indicating they felt the relationship was seriously 
distorted by overemphasis on military assistance. 

Mr. Anprews. Do you know whether or not allocations will be 
made from this appropriation for the conduct of future studies of 
various aspects of the foreign aid program / 

Mr. Srans. I know of nothing of that type pending. 


ALLOCATIONS FROM THE EMERGENCY FUND 


Mr. Anprews. What other funds have been spent from this fund? 

Mr. Srans. Within the fiscal vear 1959 there have been several other 
advances or allocations from the fund. One was for the Department 
of Commerce to make a study required by Public Law 85-880 of the 
extent to which the Federal Government should participate in the 
World Science-Pan Pacifie Exposition in 1961. That was for $60,000, 
on December 20, 1958. 

Next, on January 15, 1959, an allocation of $100,000 was made to 
the Department of Commerce to provide the Departme nt with a staff 
of transportation experts to make an intensive evaluation of the 
Nation’s transportation needs and problems. 

On February 17, 1959. an allocation of $100,000 was made to the 
Department of State,and on March 10 

Mr. Anprews. What was the purpose of the allocation of $100,000 
to the Department of State ? 

Mr. Srans. That was one of the two allocations made to the Depart- 
ment of State for the same purpose; the second was made on March 
10, 1959, in the amount of $200,000. Both of these are to defray 
costs of participation in international conferences, some of which the 
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Department of State had not budgeted in their original 1959 request 
to the Congress. 

We had a conference on the control of atomic tests which was not in 
the original budget, and a number of others, and the Department of 
State had no fund with which to finance these activities: so we made 
these two allocations out of the emergency fund while the State De- 
partment had pending before the Congress a supplemental request 
for additional funds. 

Mr. Anprews. That was the total, $860,000 ? 

Mr. Srans. There is one more item, an allocation on March 7, 1959, 
of $25,000 to the Commission on International Rules of Judicial Pro- 
cedure, to investigate and study existing practices of judicial assistance 
and cooperation between the United States and foreign countries with 
a view of achieving improvement. 

That is a total of $885,000, of which $300,000 was advanced to the 
State Department and will be repaid to the fund upon receipt by the 
State Department of a supplemental appropriation. 

Mr. Anprews. All that money was spent for studies of one kind or 
another by different departments or committees / 

Mr. Srans. I am not sure I would classify the State Department 
activity in that category. Those were continuing international con- 
ferences rather than studies. 

Mr. ANprews. How much of the million dollars was spent in fiseal 
1958 ¢ 

Mr. Stans. In fiseal 1958 only $275,000 of the fund was used. 

Mr. ANprews. Mr. Gary. 

Mr. Gary. Mr. Stans, on your reference to the Fairless committee, 
it is my recollection that committee studied this overall picture on 
mutual security pretty thoroughly. They traveled all around the 
world and made a rather exhaustive report on it, as I recall. 

Mr. Sraats. Mr. Gary, it is my understanding the origin of the 
special study for which Mr. Draper serves as chairman more par- 
ticularly was to advise the President on the relationship of military 
and economic aid. I think you are aware of the controversy that 
existed for a long while, whether we weren't putting too much of the 
total to military assistance as against economic assistance. The 
President. hopes to get some judgment on whether or not the present 
balance between those two purposes is proper. 

Mr. Anprews. Off the record. 

( Discussion off the reeord. ) 

Mr. Anprews. Back on the record. 


ACCUMULATION OF LOCAL CURRENCIES 


Mr. Gary. Do you know whether the Draper committee considered 
the question of the local currencies abroad that are accumulating in 
the hands of the United States at this time? 

Mr. Srans. I have no knowledge whether they considered that mat- 
ter or not. Their first report, Mr. Gary, was submitted to the Presi- 
dent on March 17, 1959, and transmitted by the President to the Con- 
gress within the last week or 10 days. It 1s titled, “Preliminary Con- 
clusions,” to be followed by a subsequent report in considerably more 
detail. Whether that subject will be covered there, I don’t know. 
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Mr. Gary. It seems to me that is a question that needs considerable 
study. We have a situation now where the local currencies are 
accumulating very rapidly and the U.S. Government is holding large 
sums of these local currencies of various countries, and it would seem 
to me there is a very serious question whether that is a sound and 
healthy condition? Particularly is this true now since we are going 
into this Development Loan Fund. Most of those loans are being 
made to be reeaid in foreign currencies and, of course, the agricultural 
program overseas has acc umulated large sums of these currencies. | 
think it is getting to be a most serious roblem. 

Mr. Srans. Mr. Gary, the mena and use of these funds is a 
matter of concern to the Bureau of the Budget as the size of the funds 
grows. The Bureau has been working with the Treasury, the State 
Department, and some of the other agencies toward significant im- 
provement one way or another in the control over those funds and 
their use, and the method of reporting to the Congress on the accumu- 
lation and use of the funds. We hope to have something that will be 
vilective within another month or two. 

Mr. Gary. I am very glad to hear you are making a study of that 
situation because I think it is one that needs study and I hope that 
you can come up with a recommendation that will be helpful in reliev 
ing the situation. 

Mr. Sraa'ts. I would like to point out that last ye - we spent appro- 
priated dollars in the order of about $134 billion | ry local currency 
overseas. The local surpluses are great, indeed, but they are limited 
to about six countries. All of the other available currencies are less 
than the requirements for U.S. uses, and for these reasons serious con- 
sideration has to be given to the extent to which the Budget Bureau 
and the A )propriations Committees review the uses of these local 

currencies for U.S. Government purposes. 

Of the various uses which are now authorized in Public Law 480, 
there is one instance which requires dollar app op iutions, and four 
uses which are subject to congressional determination, while others 
are subject to the President’s determination. We have been giv ing a 
good deal of f study to this problem 1 in the hope we could give the com- 
mittee some proposals to bring order to this whole arrangement. 


USE OF EMERGENCY FUND TO INITIATE PROGRAMS 


Mr. Gary. Mr. Stans, in addition to using this emergency fund for 
investigations, it has been used, if IT am not mistaken, on several oc 
casions to initiate programs which had been authorized by the Con- 
gress but for which no funds had been appropriated, is that correct 

Mr. Srans. That is correct. That was the case last year when 
$200,000 of the fund was allocated to the Commission on Civil Rights. 
The Commission had a limited life specified in the statute, and in the 
absence of appropriations the President 2pproved the use of a portion 
of the emergency fund in order to enable the Commission to begin its 
work. 

Mr. Gary. I believe you mentioned other instances in the list that 
you discussed earlier. 

Mr. Srans. There were certain other instances. This year, in the 
case of a study required by law of the extent to which the Federal 
Government should participate in the World’s Fair in Seattle in 1961. 
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Again, in the case of the Commission on International Rules of 
Judicial Procedure, for which $25,000 was allocated. 

Mr. Gary. What was the emergency on that? 

Mr. Srans. This Commission was established by Public Law 85- 
906, on September 2, 1958, but no funds were provided and, of course, 
there was no opportunity to submit an appropriation request at that 
time. 

There now is pending in the Congress a supplemental appropria- 
tion request for $75,000 to remain available until December 31, 1959. 
The Commission’s charter expires at the end of the calendar year 1959. 

Mr. Gary. Wasn’t the Bradley Commission appointed to study the 
Veterans’ Administration, also financed partially out of this fund? 

Mr. Stans. The B: adley Commission was financed by the allocation 

f $100,000 in 1955 from this fund. 
Mr. Gary. That is all, Mr. Chairman. 
Mr. Anprews. Dr. Fenton. 


COMPOSITION OF THLE DRAPER COMMITTEE 


Fenton. Mr. Stans, what were the names of the members of 

this ae) committee ¢ 

Mr. Srans. The members of the Draper committee, in addition to 
the chairtean. were Dillon Anderson, Joseph M. Dodge, Alfred M. 
Gruenther, Marx Leva, John J. McCloy, George McGhee, Gen. 
Joseph T. MeNarney, Adm. Arthur W. Radford, and James EK. Webb. 

Mr. Fenron. Will you provide for the record a summary of the 
business and professional backgrounds of those gentlemen ? 

Mr. Srans. I will put that in the record. 

(The information requested follows :) 


MEMBERS OF THE PRESIDENT’S COMMITTEE TO Stupy THE U.S. MILIrary ASSISTANCE 
PROGRAM SUSINESS AND PROFESSION AL ‘nae IATIONS 


(Source: “Who's Who in America, 1958-59” ) 
DRAPER, WILLIAM HENRY, JR. 


Executive officer, chairman of the board, Mexican Light & Power Co., 1954-. 
Former Under Secretary of the Army and U.S. special representative to Europe. 
Trustee, The Koscuiszko Foundation. 
Major general, U.S. Army Reserve. 
Member : 

Council of Foreign Relations. 

Academy of Political Science. 

American Legion. 

Military Order Foreign Wars of the United States. 

Psi Upsilon. 

ANDERSON, DILLON 


Partner, Houston law firm of Baker, Batts, Andrews & Shepherd. 
Former special assistant to the President for national security affairs. 
Director: 

Westinghouse Electric Corp. 

Houston Transit Co. 

Electro-Mechanical Research, Inc. 

Texas National Bank. 
Trustee, chairman, Foley Bros. Store Foundation. 
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Trustee: 
Schlumberger Foundation. 
Carnegie Endowment for International Peace. 
United Fund and Community Council, Houston. 
Director, Houston Symphony Society. 
Member : 
Houston Committee on Foreign Relations (president, 1950-51). 
American Bar Association. 
American Law Institute (council). 
Houston Chamber of Commerce. 
American Academy of Political and Social Science. 
American Society of International Law. 
Texas Institute of Letters. 


DODGE, JOSEPH MORRELI 


Chairman of the board of the Detroit Bank & Trust Co. 
Former Director, Bureau of the Budget, and Chairman of the Council on Foreign 
Economic Policy. 

Director, Chrysler Corp. 

Trustee : 
Equitable Life Insurance Co. of Lowa. 
Wayne County chapter, National Foundation Infantile Paralysis 
Harper Hospital. 

Director, United Fund. 

Member : 
American Association of Bankers (president, 1947-48). 
Michigan Association of Bankers (president, 1989-40). 
Association Reserve City Bankers (president, 1951-52). 


GRUENTHER, ALFRED M. (GENERAL) 


President of the American Red Cross, 1957 
Former supreme allied commander in Europe, 1953-56. 


LEVA, MARX 


Partner, Washington law firm of Fowler, Hawes & Symington, 1951 
Former Assistant Secretary of Defense. 
Member: 

U.S. Supreme Court bar. 

District of Columbia Court of Appeals. 

District of Columbia bar. 
Chairman, Civilian-Military Review Panel for Special Commission, U.S. Senate, 

1957. 
M’CLOY, JOHN J. 


Chairman of the board of the Chase Manhattan Bank. 
Director: 
Allied Chemical & Dye Co. 
Westinghouse Electric Corp. 
American Telegraph & Telephone Co. 
Metropolitan Life Insurance Co. 
United Fruit Co. 
Former U.S. High Commissioner of Germany, 1949-52. 
President, World Bank, 1947—49. 
Trustee: 
Lenox Hall Hospital. 
Rockefeller Foundation. 
Ford Foundation. 
Johns Hopkins University. 
American Museum Natural History. 
Amherst College. 
Chairman of board, Council of Foreign Relations, Ine. 
Member: 
American Bar Association. 
Association of the Bar of the City of New York. 
Beta Theta Pi. 
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M’GHEE, GEORGE C. 


Owner and president, McGhee Production Co., Dallas. 
Former Assistant Secretary of State. 
Board of trustees, American Farm School, Thessalonica, Greece. 
Board of development, Southern Methodist University. 
Registered engineer, Texas. 
Member 

American Association Petroleum Geologists. 

Society Exploration Geophysicists. 

American Institute of Mining. 

Metallic and Petroleum Engineers. 

Sigma Xi. 

Phi Beta Kappa. 


M’NARNEY, JOSEPH T. (GENERAL) 


President, Convair Division, and senior vice president, General Dynamics Corp. 
Former commander, U.S. Forces in Europe. 


RADFORD, ARTHUR W. (ADMIRAL) 


Consultant in development of foreign and domestic business, Bankers Trust 
Co., 1957 
Director: 
Worthington Corp. 
Philco Corp. 
Molybdenum Corp. 
Former Chairman of the Joint Chiefs of Staff, 1953-1957. 


WEBB, JAMES E. 
Director: 
Kerr-McGee Oil Industries. 
Simmonds Aerocessories, Inc. 
Petroleum Equipment Suppliers Association. 
Former Director, Bureau of the Budget, and Under Secretary of State. 


President and general manager, Republic Supply Co. 
Member : 
American Petroleum Institute. 
Independent Petroleum Producers Association. 
Marine Corps Reserve Officers Association. 
American Society for Public Administration. 
American Political Science Association. 
Society for the Advancement of Management. 
American Bar Association. 
D.C. Bar Association. 
National Municipal League (regional vice president). 
National Cancer Council. 
Phi Beta Kappa. 
REPAYMENTS 


Mr. Fenron. Did you say the State Department would repay to 
the fund the $300,000 allocated to them / 


Mr. Srans. That is right. 

Mr. Fenron. Will the $25,000 for the international rules of judi- 
cial procedure be repaid out of the $75,000 supplemental 

Mr. Srans. I don’t think that is now the intention. 

Mr. Fenron. As a matter of fact, if and when that is paid back 


by the State Department, this emergency fund of a million dollars 
will have a balance of $740,000 remaining ? 


Mr. Srans. It wouldn’t be that much. 

It would be $415,000 remaining after the State Department money is 
repaid. 

Mr. Fenron. $415,000, that is correct. 
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RECOMMENDATION OF THE FAIRLESS COMMITTEE 


Something has been said about this Fairless committee a few times 
this morning. Was their recommendation pretty well accepted, in 
your opinion ¢ 

Mr. Srans. I have to defer, Dr. Fenton, on that to Mr. Staats 
because the Fairless committee antedated my association with this 
present position and he has a recollection I don’t have. 

Mr. Sraats. Well, Dr. Fenton, I think that the Fairless committee, 
which was an earlier commission, had a somewhat different charter 
than the Draper committee. It was given a different kind of assign- 
ment and covered a whole program in a general way, whereas this 
committee was asked to review a very specific problem. When this 
committee’s full report is available, I am sure that will come out. 

What we are attempting to do is to balance military and economic 
aid and to see how the program should be arranged by the State De- 
partment and Department of Defense. What authority should the 
President have with respect to the allocation of funds between these 
two purposes? This is a much more specific type of charter than the 
Fairless committee had. I think the Fairless committee report is re- 
garded as a very good report. 

Mr. Fenton. I think the Draper Committee—I haven’t read the 
report—is one that is very necessary. 

Mr. Gary. Will the gentleman yield ? 

Mr. Fenton. Yes. 

Mr. Gary. I think the fact is that the administration paid very 
little attention to the Fairless committee report. 

Mr. Fenton. Do you contemplate any more allocations from this 
fund before the end of the fiscal year? 

Mr. Srans. There are no requests pending at the present time. Of 
course, any emergency could develop and there may be a use from the 
fund, but I know of nothing at the moment. 

Mr. Fenton. Off the record. 

( Discussion off the record. ) 

Mr. Fenton. That is all, Mr. Chairman. 

Mr. Anprews. The President has the exclusive 1 
money in any way he deems necessary ? 

Mr. Srans. That is correct. 

Mr. Anprews. He doesn’t have to account to any person. And the 
question of whether or not the matter before him is an urgent matter 
or one that should be met quickly is in his discretion 4 

Mr. Stans. Yes. It has to meet the definition of a matter affecting 
the national interest, security, or defense. And we are very careful 
when these requests come to us to see that they do meet these criteria. 
We have a number of requests every year for uses of this money that 
we refuse. 

Mr. Anprews. The purpose is to provide the President with a fund 
which can be used in his discretion for emergencies affecting the na 
tional interest, security, or defense which may arise at home or abroad 
ane ‘urrent fiscal year ? 

Mr. Srans. That is correct. 
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Mr. Anprews. And it is his determination whether or not a certain 
issue falls in that category ? 

Mr. Srans. I think it is. 

Mr. Anprews. All right. 


EXPENSES OF MANAGEMENT IMPROVEMENT 


Program and financing 





| 1958 actual | 1959 estimate | 1960 estimate 
a | 
| 


Program by activities: Improving the management of execu- 


tive agencies (total obligations) dkvdstageatwddsbbtciat $155, 233 | $161, 000 
Financing: | 
Unobligated balance brought forward_...............-..-. | — 366, 233 | —211, 000 
Unobligated balance carried forward an 





211, 000 300, 000 


Appropriation (new obligational authority) ._.........-.|--..---------- DS mipeseie 250, 000 


Object classification 


1958 actual | 1959 estimate | 1960 estimate 


EXPENSES OF MANAGEMENT IMPROVEMENT 


Reserved for future allocations___._...........--------..- E spandbintaae ais | $108, 548 $161, 000 
ALLOCATION TO BUREAU OF THE BUDGET 
| | 
Full-time equivalent of all other poepnnnn athieadaataaaiaekiten 2 | 2. sighed 
Average number of all employees igre swank dicigaicinty atin aaa 3 Sikes is 
Number of employees at end of year___..---------------. 3 OF hein ae ne aes 
01 Personal services: 
Positions other than permanent-_-_.........------------ $20, 703 $40, 842 narbtaiee 
Other personal services ined BED ais ncdacieeaninn 
. ie ae te ee 
Total personal services--- ia eaeeblat ee 20, 853 i GREE ccienatcctnnaiaan 
02 Travel sb codecs deo cephalad cook dita ie deteceicie 689 | 1, 090 vice 
07 Other contractual service _ i 79, 957 | i | ee ee 
11 Grants, subsidies, and « ntributions idewitinesishincbeeaiahll 1, 036 FS eee 
15 Taxes and assessments--_-- SSeS SRS iees 95 aD | Iiiscreekedetecnians 
| , a pe 
ROGiccs csi: faa pth widuienas se daauedaeiebee ee | 102, 630 | 4 ae 
ALLOCATION TO NATIONAL LABOR RELATIONS BOARD 
G7. CGtiay Womtrnctuel NOP WieeO ss . ooos en cekk ccc kscce nn sdscdaex’ | SOD Bh adh. niceas ees 
Total obligations... ......- : ee 152, 630 155, 233 161, 000 


Mr. Anprews. Now, we have another item here before us, “Expenses 
of management improvement. 

There was no appropriation for that item in 1959 and in 1958. The 
request before us now is for $250,000. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Reporter, will you insert in the record the budget justification. 
(The budget justification follows :) 


JUSTIFICATION OF ESTIMATE FOR 1960 


The Congress has made three appropriations to the “Expenses of management 
improvement fund,” $500,000 in the Supplemental Appropriation Act, 1954, 
$300,000 in the Independent Offices Appropriation Act, 1955, and $400,000 in the 
General Government Matters Appropriation Act, 1957, in order to provide the 
President with funds for the examination of management and organization 
problems in the executive branch and for other actions to improve the manage- 
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ment of executive agencies and obtain greater economy and efficiency in Govy- 
ernment operations. Each appropriation was made available until expended. 
An appropriation of $250,000 is requested in the 1960 budget in order to re 
plenish the funds available to the President for those purposes. There is now 
an unallocated appropriation balance of $306,000. Considering likely allocations 
during the balance of the current fiscal year, an additional appropriation of 
$250,000 is required to restore unallocated funds to approximately the level of 
the original appropriation of $500,000. 

When the 1954 supplemental appropriation for financing management im- 
provement projects was requested, it was recognized that the President should 
not be in a position where the lack of funds would prevent him from taking 
prompt action to initiate solutions to management problems or to effect ad- 
ministrative improvements in the operations Of the executive branch. It was 
also recognized that a continuing source of funds for those purposes is necessary 
and desirable and that additional appropriations would be requested in subse- 
quent fiscal years. This is the third such subsequent appropriation requested. 
No requests were made in the 1958 and 1959 budgets because funds to be carried 
over from the preceding year were considered adquate. 

Eighteen projects have been financed by these appropriations. Eleven have 
been undertaken under the sponsorship of the Bureau of the Budget. Seven 
have been the responsibility of agencies which have received allocations made 
from the appropriation by the Director of the Bureau of the Budget, exercising 
authority delegated by the President. 

A number of the projects have reached a point where accomplishments and 
savings, Which are verified by the agencies concerned, can be identified. Results 
from the projects are summarized in a report, a copy of which is available if 
this committee should like to see it. 

Some of the accomplishments have resulted in definitely identifinble dollar 
savings. Others have provided improvements in the effectiveness and efficiency 
of Government agencies and have enhanced the capacity of executive officials 
to manage the programs for which they are responsible. Agencies that have 
benefited from these surveys deserve the major credit for the accomplishments 
that have been realized. The continuing role of the Bureau of the Budget 
has been to review and assure the need for proposed projects, to assist in and 
review work in process, and to follow through with the agencies concerned 
in reviewing recommendations, scheduling action for improvement, and ap 
praising results. 

An example of actions taken and accomplishments realized as a result of the 
projects that have been completed is the recent reorganization of the defense 
mobilization and civil defense programs. An outside management engineering 
firm conducted a survey from December 1957 to April 1958, encompassing a 
broad review of the organizational structure for the conduct of the Govern- 
ment’s defense mobilization and civil defense programs. The principal recom- 
mendation was that functions should be vested in the President which had 
been vested by statute in other officials of the executive branch and that a new 
agency should be established in the Executive Office of the President by merger 
of the Office of Defense Mobilization and the Federal Civil Defense Administra 
tion. Such agency would assist the President in formulating policies and co- 
ordinating planning for nonmilitary defense functions. Other recommendations 
were made regarding the clarification and expansion of the role of operating 
departments and agencies in performing nonmilitary defense functions under 
Presidential assignments. In April 1958, the President transmitted to the 
Congress Reorganization Plan No. 1 of 1958 which became effective on July 1, 
1958. It carried out the principal recommendations of the management engi- 
neering firm’s report. Subsequent legislation made the name of the new, 
consolidated agency, the Office of Civil and Defense Mobilization. Since then, 
the internal organization of the agency has been completed, and the Office has 
been working on implementation of the proposals to clarify and expand the 
nonmilitary defense functions of the departments and agencies. The changes 
have been aimed primarily at facilitating the more orderly, expeditious, and 
effective administration of defense mobilization and civil defense functions. 
Some savings have been effected by the consolidation of two agencies; however, 
the longrun effect will be through reductions in expenditures made possible 
through the more effective carrying out of programs which had been insufficiently 
coordinated. 
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Five projects financed by this appropriation are curently underway and are 
expected to be completed in the near future. One is the Bureau of the Budget’s 
user charge project devoted to the establishment of an equitable and uniform 
user charge program in the Federal Government wherein the Government 
recovers appropriate charges for special benefit services and Government-owned 
resources or properties sold or leased. Another is a survey by an outside man- 
agement engineering firm to determine the present and future requirements for 
automatic data processing personnel within the Government and the adequacy 
of means for obtaining and retaining such personnel. Another project is designed 
to obtain accurate cost data regarding the procurement and distribution of sub- 
sistence supplies for hospitals of the Veterans’ Administration and to explore 
alternative organization arrangements. A fourth study is an organization and 
administrative survey of the National Labor Relations Board by an outside man- 
agement engineering firm designed to assist the Board in handling its rapidly 
rising workload and backlog. A fifth project is aimed at clarifying the appro- 
priate assignments of responsibilities among central agencies for automatic data 
processing activities. 

This appropriation will continue to be used to assist the President in conduct- 
ing the affairs of the executive branch in the most businesslike manner possible. 
Needed projects will be financed by the appropriation only when they cannot be 
financed by other means and only if they have as their objective improved service 
to the public at minimum cost, definite economy and greater efficiency in agency 
operations, or significant improvement in the President’s capacity to manage the 
executive branch. Emphasis will be placed on those projects which will produce 
definite and identifiable savings or other concrete and measurable resuits. 

In view of the nature of this appropriation request, it is not possible to indicate 
a specific program of matters that will be studied, specific allocations and agencies 
to which they may be made, or the manner in which particular studies will be 
conducted. For this reason detailed analyses of fiscal year 1960 obligations, indi- 
cating allocations to agencies and objects of expenditures, are not included in 
this statement of justification. 


GENERAL STATEMENT 


Mr. Anprews. Do you have a statement in connection with this 
request ¢ 

Mr.Srans. Yes. Thisisa fund going back to 1953. 

Since 1953 Congress has made three separate appropriations to the 
President for the solution to management and organization problems 
and the achievement of economies and improvements in the operations 
of the executive branch. These appropriations have totaled $1,200,000, 
and are made available until expended. They have been used so far 
to finance 19 projects, conducted either by the Bureau of the Budget 
or, under the Bureau’s general direction, by other agencies. Alloca- 
tions totaling $914,000 have been made for these projects, leaving a 
current balance of $286,000 in this fund. In view of likely allocations 
during the remainder of the current fiscal year, we are requesting 
$250,000 in the 1960 budget in order to bring the finda available ap- 
proximately to the level of the original appropri: ition of $500,000. 

This is an appropriation aimed at saving money, not spending it. 
I am satisfied that the efforts to attain economy and other concrete 
and measurable results have paid off. Agencies in which projects 
have been undertaken have followed up with recommended man: igwe- 
ment actions and realized potential savings. No less signifieant than 
those attaining dollar savings are the kind of actions resulting in the 
more orderly, expeditious, and effective administration of govern- 
mental programs. . 

I think the experience since 1953 shows the value of management 
projects of the type financed by this appropriation. I also believe 
that the President should not be faced with a lack of funds to prevent 
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him from taking prompt action in bringing about solutions to man- 
agement problems or in making needed administrative improvements 
in the executive branch. Accordingly, I recommend favorable con- 
gressional action on the request for a $250,000 appropriation for this 
purpose. 

Mr. Anprews. How many full-time employees are carried on this 
program ¢ 

Mr. Srans. There are no full-time continuing employees. The 
money is used primarily to finance special projects, in part by con- 
tracts with outside management or engineering firms. There are, at 
the moment, Mr. Chairman, two employees currently being financed, 
on a study of user charges in the Government. 

Mr. Anprews. The budget schedule shows that you are asking for 
three full-time employees for the next year. 

Mr. Srans. I am told there was one additional person in 1959 
financed out of this fund who was engaged on the automatic data 
processing studies that were being conducted, but this is about to 
wind up. 

NEED FOR AMOUNT OF FUNDS REQUESTED 


Mr. Anprews. In view of the fact the annual expenditures from 
the fund have been running from $150,000 to $160,000, why do you 
take the position it is necessary to restore available funds to approxi- 
mately the level of the original appropriation, $500,000? What pur- 
pose is served by such a carryover of funds? 

Mr. Srans. Mr. Chairman, this is the kind of activity that runs 
in a very irregular fashion from year to year. We never quite know 
what the next important study is that ought to be made. ‘That de- 
pends upon the circumstances that are brought to our attention on 
time to time. This is a kind of fund that ought to be flexible, 
seems to me. It would be unfortunate if we had a limited amount of 
money and some time within a fiscal year found an important study 
that ought to be made and couldn't do it. 

Mr. Anprews. Who determines what studies should be made 
Who emphaye the people and who disburses the money ‘ 

Mr. Srans. That is a fund appropriated to the President ; it is han 
dled by the Director of the Bureau of the Budget. 


DETERMINATION OF STUDIES TO BE MADE 


Mr. Anprews. Who determines what programs should be studied ? 

Mr. Srans. The projects come ne requests of other agencies, sug- 
gestions made by our own staff, or suggestions perhaps made by the 
President himself. For ex cample, one of the purposes for which this 
fund was used in the last year or so was the study of the defense 
mobilization and civil a programs. That took about. $65,000 
and resulted in a plan of reorganization that merged the two agencies, 
and it was a very effective project. 

Mr. Anprews. Who decides what projects should be undertaken ‘ 

Mr. Srans. Basically, the Director of the Bureau of the Budget, 
usually with the approval of the President. 

Mr. Anprews. In other words, you initiate the idea and you dis 
cuss it with the President and if he approves it you employ the peo 
ple to make the study ? 
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Mr. Srans. That is correct. 

I would like to say, Mr. Chairman, my own personal feeling is that 
this is one area in which we ought to be doing more. There are always 
problems of management and organization in nee that come to 
our attention. Mostly we are able to induce the agency by one means 
or another to make or finance an adequate study of the ye Other 
times we feel the issue is so important that we ourselves should 
push it. 

Mr. Anprews. As a matter of fact, this is just an additional appro- 
priation for the Bureau of the Budget, isn’t it? 

Mr. Srans. It doesn’t affect, basically, our personnel or extend the 
Bureau, but it is a fund which ‘permits us—and particularly our Office 
of Management and Organization—to accomplish projects which the 
Bureau could not accomplish with its own staff, and which in many 
cases its own staff could not effectively do, in any event. 


PROJECTS HERETOFORE FINANCED 


Mr. Anprews. Will you enumerate the 18 or 19 projects financed 
under past appropr iations for management improvement ? 

Mr. Srans. I have a table I would be glad to put in the record. 

Mr. Anprews. All right, I wish you would. Can you tell us 
whether or not you saved any money because of any of these projects? 
[f so, how much and in what area 2 

Please insert in the record at this point the list of projects you have 
financed from this appropriation. 

Mr. Stans. I will do that. 

(The information referred to is as follows :) 

EXPENSES OF MANAGEMENT IMPROVEMENT 
A. Appropriations 


Requestea Enacted 
Fiscal year 194 | $1, 000, 000 | $500, 000 
ai ul ye ir a 400, 000 | 300, 000 
ri cal ¥e 1957 100, 000 "400, 000 
pers var LU5S8 
Fiscal year 1 ee 
Total a 1, 800, 000 1, 200, 000 
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B. Projects and amounts allocated or expended 


. Management of the Federal Trade Commission at . $34, 000 
2. Organization and management of the Federal Power Commission... 18, 587 
8. Federal surplus real property disposal__- " 183, 958 
4. Administrative Management Services of the Department of Health, 
Education, and Welfare See 2 E cl : 36, 802 

5. Organization and management of Treasury Department fiscal 
service____-. eR Ee Se a whi , 27, 000 
6. Building spac e for the P residence y 34, 125 

7. End-use of economic and commercial data repor ted by the Foreign 
Service aed ate 12, 457 

8. Accounting procedures for title I, “home modernization and repair 
programs of the Federal Housing Administration ae 9, 988 

9. Organization and management of the Housing and Home FE inance 
Agency os : se ee . 50, 000 

10. Organization and management of the General Services Adminis- 
tration 7 sina 205, 721 
au. 8 ‘omptroller’ Ss activities of the Federal Housing £ Administrs ation . 59, 000 
12. Review of the National Accounts Work of the Federal Government __ 9, 500 
18. User charge project_ ies 50, 000 
14. Organization of defense mobilizs ition. and « civil de fense programs _ 64, 968 
15. Automatic data processing manpower study_- 20, 000 
16. Study of procurement and distribution of subsistence supplies 12, 000 

17. Organization and administration of the National Labor Relations 
Board 3 50, 000 

18. Assignments of automatic data processing responsibilities among the 
“Central Agencies’’_ 16, 000 

19. Duplication of accounts between the Treasury Dep: irtment and other 
agencies ae 20, OOO 
Total commitments to date si 914, 101 
Uncommitted balance ; ssi : 285, S99 


C. Administration of the appropriation 

By Executive Order 10,484, dated September 3, 1953, and Executive Order 
10,559, dated September 8, 1954, the President delegated to the Director of the 
Bureau of the Budget authority to make allocations from the appropriation 
Needed projects are “nuanced by the appropriation only when they cannot be 
financed by other meais and only if they have as their objective improved service 
to the public at minimum cost, definite economy and greater efficiency in agency 
operations, or significant improvement in the President's capacity to manage the 
executive branch. Emphasis is placed on projects which will produce definite 
and identifiable savings or other concrete and measurable results. All projects 
are, as specified in the appropriation language, performed under the general 
direction of the Bureau of the Budget. It has been the continuing role of the 
sureau to review and assure the need for proposed projects, to assist in and 
review work in process, and to follow through with the agencies concerned in 
reviewing recommendations, scheduling action for improvement, and appraising 
results. 


Mr. Srans. Of the 19 projects that have been undertaken, 13 have 
been completed and substantially followed up on, and the others are 
still underway. Not all of these have resulted in identifiable savings. 
Organiaztional study is designed to make a more useful type of struc 
ture and the gain cannot be stated in dollars. 


SAVINGS EFFECTED AS RESULT OF STUDIES 


The first project study of management of the Federal Trade Comunis 
sion was at a cost. of $34,000. It is estimated the savings produced as 
a result of the recommendation of that survey was $93,000 a year. 

Mr. Anprews. Elaborate on this and tell how the savings cume 
about. 


—— A 
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Mr. Srans. I will have to do that sir, by further statement in the 
record. 

Mr. Anprews. All right. 

(The information referred to is as follows :) 


The savings of $93,000 per year directly traceable to recommendations in 
the survey of the organization and management of the Federal Trade Commission, 
financed by the appropriation for “Expenses of management improvement,” re- 
sulted from reductions in positions in: 

Advertising surveys (8). ee ee Oe ee ee 
Project attorneys (3)- a 4 52s oie lee Ziti in tieeiccnde See ae 
Trial attorneys (4) aad plea inated ets Se a 
Investigation records (6) isc tthe an testis 20, 320 





Teel sul. : “ie itil cn6S dant ehbbaen ge aes abated 93, 812 


Those savings were applied to the provision of new services and the extension 
of other services, recommended in the survey, without need for more funds. 


Mr. Stans. The fifth project was an organization and management 
survey of the Fiscal Service of the Treasury Department at a cost of 
$27,000. 

Mr. Anprews. Would you detail, if vou can, in the record what 
savings accrued from that 4 

Mr. Stans. I will, Mr. Chairman. 

Mr. Anprews. And how they came about. 

Mr. Srans. The estimated savings were $450,000. 1 will detail that 
in the record. 

Mr. Anprews. Without going into detail at this time will you pre- 
pare for the record a showing of the savings that accrued from the 
adoption of those projects 4 

Mr. Srans. I will do that. 

Mr. Anprews. Please show the amount and how they arrived at the 
savings. Do you havea figure for toal savings ? 

Mr. Srans. I donot have a total here. 

Mr. Anprews. Will you summarize significant results achieved, for 
the record, that are mentioned on page 2 of the justification ? 

Mr. Srans. I will do that for the record, Mr. Chairman. 

(‘The information referred to is as follows:) 


EXAMPLES OF SpeciFic DoLLAr Savincs Wuicun Have BEEN REALIZED FROM 
Prosects Tuat HAveE BEEN COMPLETED 


Of the 19 projects undertaken, 13 have been completed and substantially 
followed up on. The following may properly serve as examples of identifiable 
savings. 

1. The first project, the study of the management of the Federal Trade Com- 
mission, at the cost of $34,000, produced savings estimated at $93,000 per year 
directly traceable to the survey recommendations; they made possible the im- 
plementation of other recommendations without need for more funds and helped 
strengthen the agency's programs. 

2. The fifth project, the organization and mangement survey of Treasury 
Department Fiscal Service, at the cost of $27,000, contributed to the taking of 
tive actions by the Department which produced annual savings estimated at 
slightly more than $450,000. One of those actions, the test audit of redeemed 
and unissued savings stamps with an estimated annual savings of $22,800, 
Was the result of a positive recommendation made by the firm. The other four 
actions had been under consideration by the Department prior to the survey but 
were included in the program for followup on the survey, as a result of the 
firlis recommendations that they be further examined. These were: reduction 
in the number of regional disbursing offices, $126,500; use of electronic business 
machines for check reconciliation, $25,000; production of $50 and $100 series E 
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savings bonds by offset printing process, $150,000; discontinuance of safekeeping 
activities in connection with savings bonds, $133,000. 

3. The eighth project, survey of accounting procedures for title I home mod- 
ernization and repair program of the Federal Housing Administration at the 
cost of $9,988, resulted in revised procedures applicable to loan reporting and the 
administration of defaulted loan accounts, with annual savings from adopted 
recommendations estimated by FHA at $185,000 (based on 1955 loan volume) 

4. The 11th project, survey of comptroller’s activities of the Federal Housing 
Administration, at the cost of $59,000, resuited in the adoption of a number of 
recommendations for improved operations of the Comptroller’s Division, FHA, 
and for establishment of a more adequate facility for continuing evaluation of 
the division’s operations and procedures. Annual savings from these recom- 
mendations were estimated at $44,500. Side savings of $37,000 in the division’s 
machine accounting activities were accomplished by studies of the division 
stemming from the work of the management firm. 

Not all projects result in benefits which can be properly cailed identifiable 
savings. The benefits are in other terms, such as improved organization struc- 
ture, more expeditious methods, better utilization of equipment, new or more 
services to the public at the same costs. While those benefits may be concrete 
und sometimes measurable in terms other than money, they are not specific 
dollar savings which can be itemized in a table. 

The above 4 projects produced identifiable first years savings of approxi- 
mately $809,500, resulting from an expenditure of $130,000 from the fund. [t is 
not possible to estimate acurately the total savings from all projects, nor the 
recurring savings from the above four. 

With respect to the chairman’s further question about other significant results 
achieved, the committee has been supplied with a highlight statement on each 
of the 19 projects thus far undertaken. 


Mr. Anprews. Mr. Gary. 


RELATION TO PRESIDENT’S ADVISORY COMMITTEE ON GOVERNMENT 
ORGANIZATION 


Mr. Gary. Mr. Stans, to what extent does the work under this man- 
agement improvement fund conflict with the President’s Advisory 
Committee on Government Organization ? 

Mr. Srans. There is no conflict of any kind and very little direct 
relationship. In some cases our mangement and organization staff 
develops a project for consideration of the President’s Advisor y Com- 
mittee, and in many cases assists that Committee in the course of its 
work. But there are only a few instances in the use of this fund that 
have had any relation to that activity. One of them was the study 
that I mentioned, of the organization of Defense Mobilization and 
Civil Defense, which resulted in the merger of the two agencies. 

Mr. Gary. I take it, the President’s Advisory Committee, in making 
its recommendations to the President, reviews the work of the staff 
of the management improvement program, is that correct ? 

Mr. Stans. In any areas in which the work of the mangement im- 
provement program comes within the purview of the President’s Advi- 
sory Committee. 

Mr. Gary. Does the President’s Advisory Committee have a research 
staff’ 

Mr. Srans. They have a very small clerical staff. I think that the 
total staff is four or five people. 

Mr. Gary. That is all. 

Mr. Anprews. Dr. Fenton. 


—_— eee eS -, 
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STUDIES NOW BEING CONDUCTED 


Mr. Frnron. Mr. Stans, do you have five projects now underway 
under this fund ¢ 

Mr. Srans. That is right. 

Mr. Fenvon. Will you enumerate those for the record. 

Mr. Stans. The automatic data processing manpower study, the user 
charge project—— 

Mr. Fenton. What do you mean by that ? 

Mr. Srans. It is a project to study the rates of charges made by 
the Government for special services furnished to individuals at their 
request. It covers the entire range of activities of all of the depart- 
ments and agencies of the Government to see that where an individual 
asks for a special service or receives a special service from the Govern- 
ment, he pays it rather than have it charged to the general taxpayers. 

Now, going ahead with the list 

Mr. Micuex. Will the gentleman yield ¢ 

Mr. Fenton. Yes. 

Mr. Micuen.. Would that have been included in the recommenda- 
tions for an increase in fee for patents / 

Mr. Srans. Yes; that is one of the type of things that comes out of 
this study. 

Another project underway is designed to obtain accurate costs re- 
garding the procurement and distribution of subsistence supplies for 
hospitals of the Veterans’ Administration. There is also a study un- 
derway of the organization and administration of the National Labor 
Relations Board by an outside management engineering firm. And 
there is a fifth project aimed at the use of automatic data processing. 

There is also a new one about to be started consisting of a study of 
certain appropriation accounts of the Treasury Department to deter- 
mine whether or not there is duplication between what they are do- 
ing and what is being done in the agencies themselves. 

Mr. Fenton. How do you handle those investigations, Mr. Stans ? 
Do you do that yourself in the Bureau of the Budget, or do you have 
outside assistance ¢ 

Mr. Stans. If an area of desirable investigation develops we con- 
sider whether it can best be handled by an individual management 
engineering or accounting firm or whether it is the kind of thing that 
should be handled as a special project within the Bureau itself. or by 
providing a special staff under the surveillance of the Bureau. 

In the case of the user charges project, the money was used to em- 
ploy several people under the surveillance of the Bureau. In the case 
of some of the others, we used outside firms. There is sometimes a 
decided advantage in using an outside firm, particularly in an area 
of controversy or disagreement about the kind of approach that 
should be used or the organization structure that should be employed 
or techniques of management or accounting that are desirable. The 
outside party has the opportunity of removing the implication that 
this is strictly a budgetary study, to which there may be objections, 
and in many cases it is more effective to use an outside firm. 

The staff of the Bureau is so completely engaged and dedicated to 
budgetary and other regular work that it doesn’t have the flexibility 
to make these studies on its own. 
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EXPENDITURES AND SAVINGS SINCE 1953 


Mr. Fenron. The total amount utilized is approximately a million 
dollars ? 

Mr. Srans. Since 1953, when the fund started, the total used has 
been $914,000. 

Mr. Anprews. Mr. Michel. 

Mr. Micner. Mr. Stans, I am happy that the chairman asked that 
you include in the record a compilation of expenditures, by item, for 
each of these studies, and what the realized savings will be to the best 
of your knowledge. 

Now, on the overall figure of $914,000 over the years, could you also, 
then, furnish for the record the total savings for that same period of 
years? Would that be possible ? 

Mr. Srans. I think we can probably give you a total of the identifi- 
able savings, but I certainly would consider it unfortunate if the com- 
mittee’s action on this related solely to the identifiable savings, because 
there are many other savings that are obtained from these programs. 

Mr. Micuet. As they show themselves in actual dollar amounts ? 

Mr. Stans. As I say, there are many that do not show themselves 
in dollar signs, but that are extremely important, and I think, if the 
committee has any doubt about it, that a study or a look at what has 
been ace ‘omplished under each of the projects where results cannot be 
identified in dollar terms would be helpful. 

Mr. Anprews. Will you point that out in your statement that you 
insert in the record ? 

Mr. Stans. Yes; I will. 

Mr. Micuet. I think that would be very helpful. 

T also know what management-improvement studies have done in 
private industry, and they certainly are justified in the savings that 
have been realized. I think we will do well to give a very close look 
at this and the figures and justifications that you give in your state- 
ment. 

Mr. Anprews Isthat all, Mr. Michel? 

Mr. Micnen. Yes. 


PASSENGER MOTOR VEHICLES 


Mr. Anprews. We want to talk to you about automobile use in 
the Government. 

We have some figures here showing a tremendous increase in the 
amount spent for the purchase of automobiles since 1953 and the 
amount spent in the cost of hiring automobiles in Government. 

For instance, these figures show that in 1953 there was a budget 
request for purchase of $7.277,550 worth of automobiles, and that 
figure has gone up from 1953. to the budget request for 1960 of 
$20,204,716. 

Now, in the case of hiring automobiles or renting automobiles, the 
cost has gone up since 1953 from $131,307 to S11.917,229. There cer 
tainly has been a tremendous increase from 1953 to 1960, 

Do you have a statement that you care to make in connection with. 
first, the purchasing of automobiles, and, second, the hiring or the 
renting of automobiles ? 
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Mr. Srans. Mr. Chairman, this is one of the Governmentwide ac- 
tivities that I think is well worthy of this committee’s attention. I 
béllieve that the committee will find that there are controls in exist- 
ence over these programs that are generally quite effective. It may 
be, however, that some legislation or some Appropriation Committee 
action would help to improve those controls. The Bureau of the 
Budget has followed rather closely the developments in connection 
with the acquisition and leasing of automobiles. The responsibility 
is in our office of Management and Organization, which is headed by 
Mr. William F. Finan, who is here today. 

Mr. Anprews. He is from your office? 

Mr. Srans. Yes. 

Mr. AnpreEws. Now, of course, the General Services Administra- 
tion is the agency of the Government that purchases and allocates 
automobiles to agencies. 

Mr. Stans. Not exclusively so. The Department of Defense - 
chases and uses its own automobiles, and so do some other agencies; 
and Mr. Finan maintains a surveillance over these activities. 

Mr. Anprews But, no automobile can be purchased or rented for 
a Government agency unless the approval for such purchase or rental 
comes from your Bureau. Is that correct ? 

Mr. Stans. I would like to develop that now by asking Mr. Finan 
to present to you a statement on this subject. 


RESPONSIBILITY FOR PURCHASING OR RENTING AUTOMOBILES 


Mr. Anprews. Well, I would like to know where the final responsi- 
bility for purchasing or renting automobiles rests. Is it with the 
Bureau of the Budget? 

Mr. Stans. Suppose Mr. Finan answers that directly. 

Mr. Finan. Mr. Chairman, the same controls exist today that have 
existed for many years over the purchase of automobiles. A budget- 
ary review is given both in the Bureau of the Budget and in the Con- 
gress over the purchase of automobiles for any agency. 

However, with respect to the use of automobiles out of the General 
Services Administration motor pools, which has been a very rapidly 
growing program in the Government, the same kind of individual 
agency control is not applied in the same way. A wholly new and dif- 
ferent set of controls has developed, one of the prine ipal ones being 
that agencies today who are utilizing pool cars are paying rental which 
covers the total cost of operating the vehicle, plus depreciation, and 
they have to pay that normally out of an appropriation for operations 
or operations and maintenance, where the use of these vehicles is in 
competition with all of the other purposes for which the agencies 
might spend money. 

The control is not as obvious as the control over the purchase of 
cars, but the evidence that we have at hand and the kind of informa- 
tion that we routinely collect in this area suggests that it is quite 
effective, the reason being that each year the actual number of vehi- 
cles utilized by these agencies through these pools on an overall basis 
is going down. In other words, they are getting the same amount or 
more work done with a lesser total number of vehicles used by GSA 
to supply them on this rental basis. 
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Mr. Anprews. Well, my question is this: Where is the final re- 
sponsibility for the determination of purchasing or renting auto- 
mobiles vested? Is it in the Bureau of the Budget / 

Mr. Finan. I think the answer to that would have to be “No,” Mr, 
Chairman. It’s a rather complicated issue and doesn’t lend itself to 
a yes-or-no answer. 

In the case of purchase of cars, agencies do not have the authority 
to buy automobiles under existing law without there being a par- 
ticular appropriation authorization for that purpose. 

Mr. Anprews. All right. I understand that. 

Mr. Finan. So that you might say the final authority in this respect 
rests with the Congress, because it has to affirmatively appropriate 
the money. 

Mr. Anprews. I understand that. But doesn’t the Bureau of the 
Budget have to approve every request for the purchase of an auto- 
mobile by any Government agency ‘ 

Mr. Finan. In the case of purchases, Mr. Chairman, yes; but in 
the case of rentals, no. 

Mr. Anprews. Well, don’t you approve the appropriation language 
or the amount in the appropriation request for rentals ¢ 

Mr. Frvan. In some cases, Mr. Chairman, that doesn’t break out 
clearly, as I understand it, in the agency appropriation estimate. 
There will be one or a number of relatively small! items that add up to 
a fairly large appropriation. 

Mr. ANprews. Well, now, all these figures here were taken from the 
budget. These figures were taken from the budget submitted to the 
Congress this year and in the years past. 

Mr. Srans. The handling of the budget details in the Bureau of the 
Budget is in our office of Budget Review, of which Mr. McCandless is 
the Assistant Director. Would you like Mr. McCandless to tell you 
how the handling of the review takes place with respect. to both pur- 
chases and rentals of vehicles? 

Mr. Anprews. My ea is this, Mr. Stans. Before any agency can 
purchase a car or rent a car, they must, of course, receive money from 
Congress. Now, before: Congress vappropr lates any money, except ina 
few ‘exceptional cases, there is . budget. request for the amount to 
either purchase or rent. That amu has to be submitted to the Con- 
gress by the Bureau of the Budget. Is that correct ¢ 

Mr. Srans. That’s correct, sir, with this reservation. In the case 
of purchases of passenger-carrying vehicles, the details are specifically 
shown. In the case of rentals, the amounts that the agency requires 
for the use of automobiles may be merged with other elements in a 
single larger account, such as transportation or some other name, so 
that we don’t necessar ily pass upon the number of rented automobiles 
or the amount of rent that is paid as a specific consideration. 

Mr. Anprews. Well, then, maybe that’s the reason that the number 
of purchases has increased so. You may not be taking a close enough 
look at. it. 

Mr. Finan. Mr. Chairman, we can look at. it another way. 

For example, let’s say a Federal employee were to take a trip and 
then were to rent a Hertz car when he got to San Francisco, having 
authority to do this in his travel authorization. He could do this, and 
nowhere would that have appeared in the budget. But the big money 
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here is all generally involved in these General Services Administration 
motor pools. Here is where you get your $11 million figure. This is 
rental money paid to the General Services Administration by other 
agencies for vehicles furnished to them by GSA. This is merely a 
transfer payment within the Government. 


OPERATION OF MOTOR POOLS 


Mr. Anprews. What happens to this money that an agency pays to 
the motor pool ? 

Mr. Finan. This money goes into a revolving fund arrangement. 
The act under which these motor pools are administered requires each 
one to stand on his own feet individually, not only to cover main- 
tenance, but also depreciation of the vehicles. Much of the purchase 
figures that you have cited there has been involved in an effort by 
GSA to improve, and, within reasonable limits, to modernize the 
Federal vehicle fleet. 

We have a chart here, Mr. Chairman, which tends in a summary 

way to shed some light on this. You can see what is happening to 
the fleet. If you will look at the trend line on one of these agencies 
over the last several years, you will see a tendency downward, but 
you can see this rapidly climbing line. This is your General Services 
Administr: ation motor poo] operation grow ing ‘by leaps and bounds. 
At the end of this fiscal year there will ‘be some 14 000 vehicles in this 
pool, which, outside of the Department of Defense, I think, makes 
GSA about the third or fourth largest motor vehicle owning and 
operating agency in the Government, ‘and it is the rental on this large 
fleet. of vehicles that makes up the $11 million figure. Since this pro- 
gram is relatively new, this probably also explains the fact that a few 
years ago it was only around $100,000. 

Mr. Gary. Notwithstanding the fact that you have had that tre- 
mendous increase in the rental of cars, you have still had a very sub- 
stantial increase, from $7 million to $20 million, on purchase of new 
cars. 

Mr. Finan. There are replacements involved here. It doesn’t nec- 
essarily mean that the total fleet was increased. Here is what hap- 
pened to the total fleet, split between the civilian agencies and the 
Department of Defense. You see a sag here, an actual drop, in the 
main accounted for by the Department “of Defense between 1953 and 
1956, and then it started back up again. 

Mr. Anprews. Can you give us the number of cars owned by the 
Government, civil agencies and the Defense Department, by years, 
from 1953 up to date? 

Mr. Finan. I can give it to you, Mr. Chairman, and, as you know, 
we brought a supply of the annual motor vehicle reports along which 
provide many additional details. 

Mr. Anprews. The thing we are disturbed about is this tremendous 
increase in the overall cost of purchasing and renting cars from 1953 
to 1960. Nearly three times as much is requested for the purchase of 
cars in 1960 as in 1953, and there is an increase from $131,307 for 
rentals in 1953 to $11,917,000 in 1960. 

Mr. Finan. This rental figure, Mr. Chairman, I repeat, is a trans- 
fer payment within the Gover nment, and it is nothing going from the 
Government out to the private automobile industry. 
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RENTALS FROM PRIVATELY OWNED COMPANIES 


Mr. Anprews. Can you give us any figures on what the amount paid 
to private rental companies is for 1960 compared to 19534 

Mr. Frxan. We cannot produce such figures, Mr. Chairman, but it 
is our understanding that, comparatively speaking, it’s rather small, 

Mr. Mullins has indicated that he may have some more figures on 
this. 

Mr. Anprews. Would you identify yourself for the record? Are 
you with the Bureau of the Budget ¢ 
~ Mr. Mvuturns. I am Chief of the Property and Systems Management 
Group in the Bureau of the Budget. 

I was about. to say that although we have not got a figure on the 
rental to outside motor vehicle outfits, such as Hertz, we do know 
that the amount of rentals to GSA or the amount which other agencies 
will pay to GSA is estimated to be $11 million for the current fiscal 
year ending next June 30. That would indicate that the additional 
amount—lI believe you mentioned something like several hundred 
thousand dollars above $11 million—might be the amount for the rental 
going outside the Government. 

Mr. Micue.. Where an agency would not borrow from GSA when 
would they go out and rent on their own / 

Mr. Muuurns. There have been pretty detailed studies made when- 
ever an agency sets out to pay rent to Hertz or some other concern, 
Reo and several other concerns do this sort of thing. You see, if the 
Government is going to use that car for any extended period of time, 
it will pay the Government to buy it and own it rather than rent it, 
but there are some situations where a car is needed in an isolated 
place for, say, only 3 weeks out of the vear, and if you bought it, it 
would sit in a warehouse for all the rest of the year. In those cases 
it may pay to go out and rent it from some private concern rather 
than to have it sitting around most of the time. 

Mr. Anprews. Off the record. 

( Discussion off the record. ) 


CONTROL ON PURCHASE AND USE OF AUTOMOBILES 


Mr. Stans. Within the civilian agencies of the Government it is our 
conclusion that there is pretty effective control of the purchase 
and use of automobiles. An agency can’t buy an automobile without 
passing through the budget process, both in the Bureau of the Budget 
and in the Congress. 

The rental of any automobile has to be, in most cases, by the use of 
ears from the GSA pool, which is on a self-supporting basis. The 
agency, therefore, must pay the full cost of operating the car, inelud- 
ing depreciation, and this means that it must determine whether the 
rental of a car from GSA provides the most economical transporta- 
tion for its purposes. 

The external control in the case of military agencies is admittedh 
less thorough and less effective. 

Mr. Anprews. What could you do about it ? 

Mr. Srans. I think the overall situation might be solved by legisla- 
tion that would provide a limitation upon the number of automobiles 
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that any agency may use within the fiscal year. That would include 
both those acquired by purchase and those acquired by rental. 

Now, that, Mr. Chairman, would involve a considerable amount of 
detail, both on the part of the Bureau of the Budget and on the part 
of Congress. 1 think it would be important to consider in that case 
whether the controls that now exist are not performing rather effec- 
tively and whether the additional strings that were tied onto the use 
of automobiles were justified by the extra work involved. 

But I think it can be said that we know precisely how many auto- 
mobiles the Government owns, we know where they are, we know 
which agency has them, we know how much they cost per mile to 
operate, we know how many miles they are operating. There is good 
accounting and there are good cost figures across the Government for 
the use of these automobiles. 

Mr. Gary. Insofar as the military is concerned, the same situation 
exists with reference to airplanes; does it not ? 

Mr. Finan. In the case of automobiles the military has vehicles 
that fall into two categories. They have what are classified as tactical 
vehicles, vehicles with milits iry organizations and for military pur- 
poses, which are not handled the same way we handle automobiles 
in the civilian side of the Government, but their administrative cars 
and vehicles are handled the same way. You will find them treated 
in this annual motor vehicle report which GSA puts out, and increas- 
ingly, the military agencies around the country are joming these 
GSA-operated motor pools. 

I have prepared in anticipation of your review of this particular 
area a brief statement that summarizes the developments in this area 
since the end of World War II, because they have been quite signifi- 
cant, and if you don’t have time for me to read it, I would suggest 
that we put it in the record. 

Mr. Gary. What I was talking about was, of course, the airplane 
for private use. While each general may not have two chickens in 
every pot today, at least they seem to have two airplanes in every 
hangar for their own use. Isn’t that about true in the military? 

Mr. Srans. I guess, Mr. Gary, all I can say is that they don’t suffer 
from lack of transportation. 

Mr. Anprews. Mr. Stans, you haven't any way of ascertaining how 
much money in this budget could be used to hire outside cars? 

Mr. Srans. Not prec isely, but I think it is extremely small. If the 
total for rental of automobiles is $11,900,000, and if of that GSA 
collects approximately $11 million, then the amount that goes to out- 
side agencies would be relatively small. 

Mr. ANprews. What fund would that come from ? 

Mr. Srans. The money paid to outside agencies would be pretty 
generally mixed in the travel accounts or in the so-called other con- 
tractual services. 

Mr. Finan. Mr. Chairman, not all of this rental of cars from pri- 
vate agencies is accounted for by Government travelers. There are a 
few case where agencies have found it economical and generall good 
management when they use their own motor pool to have its size 
ge: ired to normal d: ay-to-day operations. Then, they will have a con- 
tract with a private firm to take care of their peak loads. 

One of the most interesting examples of motor-pool management 
that we have seen in the Government uses this device, and that is the 
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Tennessee Valley Authority. We have one of the best managers we 
have anywhere, in and out of the Government, running that fleet, and 
the device they use to hold down the size of the Government-operated 
fleet is contractual arrangements to take care of peak loads. 

So, there are a few rentals that go beyond the occasional Govern- 
ment traveler’s use, but it doesn’t amount to very much in the 
aggregate. 


QUESTIONS ON ACQUISITION, DISPOSAL, AND USE OF PASSENGER MOTOR 
VEHICLES 


Mr. Anprews. In an effort to save time, I will give you this list of 
questions which you may answer for the record. 

1. What prov isions of law and administrative regulation govern the 
purchase of new passenger motor vehicles / 

2. What provisions govern the disposition of old vehicles? 

What action is taken to assure that the Government gets the maxi- 
mum possible return from the disposal of used vehicles? And what 
costs are incurred in the disposal of such cars ¢ 

4. What provisions govern the use of passenger motor vehicles 
owned by the Government ¢ 

5. Table 12 of the same report indicates that the average miles per 
—" year of ope ration vary in the different agencies from a low of 

311 for the Civil Service Commission to a high of 25,521 for the 

Canal Zone Government. Does this difference in utilization indicate 
vn degree to which these agencies may have too few or too many 
vehicles, as the case may be, for their ‘actual requirements? What 
criteria exist to govern such utilization ? 

The utilization of station wagons expressed in the same terms varies 
from 1,220 miles for the Federal Communications Commission to 
22,800 miles for the Marine Corps. Is utilization of station wagons 
subject to the same criteria as that for automobiles? 

What provisions govern the hiring of motor vehicles to be used 
for Government purposes / 

8. A comparison of the information given in tables 14 and 22 indi- 
cates that on the average the cost to the Government for the rental or 
lease of automobiles is 2 cents per mile greater than that of operating 
Government-owned vehicles and in the case of station wagons the cost 
of rental or lease is greater by at least 4 cents per mile. If these 
figures are accurate, why are any rental or lease arrangements 
permitted ¢ 

9. Table 22 indicates that the average direct cost per mile for rental 
or lease of automobiles ranges from 5 cents per mile for the Depart- 
ments of the Navy, Interior, and Treasury to as much as 22.4 cents 
for the Department of the Air Force and 81 cents for the Department 
of Agriculture. How can such extreme variances exist if there are 
criteria for such utilization of motor vehicles ? 

10. Table 23 indicates that average miles per vehicle-year of opera- 
tion for rented or leased autom obiles ranges from 5,500 for the U.S. 
Information Agency to 29,626 for the Department of Labor. Is it 
not reasonable to suppose that there should be some cutoff point above 
or below which it would be more or less economical, as the case may 
be, to rent as compared with Government operation of automobiles / 
If so, would it not be proper to establish such a criterion as a standard 
to govern such utilization in the future ? 
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11. Are all passenger motor vehicles to be procured during fiscal 
year 1960 included in the tables in the President’s budget ? 

12, The annual “Motor Vehicle Report” for the fise: al year ending 
June 30, 1958, issued by the General Services Administration indicates 
in table A that the total number of automobiles on hand in the various 
Government agencies increased over a 3-year span from fiscal year 1956 
through fise al year 1958 from a total of 35,222 to a total of 39,826. 
Over the same time period a number of station wagons, ambulances, 
and buses increased from 11,744 to 15,129. What criteria were in 
effect during this time period gover ning the acquisition of automobiles, 
sti ig wagons, and other vehicles in the Government agencies ? 

The same report in table No. 1 indicates that the total number 
of pion wagons in the various Government agencies on hand as of 
June 380, 1958, was 5,742, of which 2,637 were in the Air Force. Why 
is such a disproportionate number of station wagons allowed to the 
Air Force? 

14. Table 29, showing an age and mileage analysis of motor vehicles 
on hand as of June 30, 1958, in the civilian agencies, indicates that 
of 21,041 automobiles, more than half, or 12.728 were less than 3 
vears old and also 10,716, or more than half, had less than 30,000 
miles’ accumulative service. The same table indicates that of 2,086 
station wagons, 1,120 were less than 2 years old and 1,024 had less 
than 20,000 miles’ accumulative service. Do not these figures indicate 
that the passenger motor vehicle fleet of the Government is in a very 
~~", state? 

Are agencies free to purchase more or less than the number 
of oie les shown in these tables ? 

16. Does the General Services Administration purchase all auto- 
mobiles for the Government or only those for an agency motor pool ? 

Now, Mr. Stans, the purpose of this is that I wish to find out 
whether the motor-vehicle situation in the Government is getting out 
of hand, and, if so, what should be done about it. We do not believe 
there is enough information on this subject, and we are not sure that 
the information that is available is completely accurate. 

Mr, Stans. Mr. Chairman, we will be very happy to provide the 
answers to these questions. In doing so we will collaborate with the 
General Services Administration. 

(The information supplied to the committee appears in the appendix 
on pp. 195 et seq. ) 

Mr. ANprews. The committee is concerned about the constant 
growth in the number of automobiles required by the Government and 
the increase in the cost to the Government for the purchase or rental 
of automobiles. Mr. Gary. 

Mr. Gary. Mr. Chairman, I think that list of questions covers the 
situation very well. I certainly agree that something ought to be 
done about it. I know the problem i is an important one in the Post 
Office Department. They have a great many vehicles in the postal 
service. I hope that one thing you will do in the Bureau of the 
Budget is to see that these agencies that do have a large number of 
automobiles work out a definite program of replacement so that 
they can replace cars each year, in a uniform manner, ‘ather than 
go for several years without any replacement and then come in with 
a very large request to replace a large portion of the entire fleet, as 
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the Post Office Department did this year. They came in this year, I 
think, and wanted $25 million for automobile replacement, and their 
reason was that they had a number of very old cars on hand. Now, 
if they had had a regular replacement program, it seems to me that it 
would work to the better advantage of the Government, provide better 
service from automobiles, and also give a more uniform budgetary 
picture. 

We have had the same situation with reference to the Coast Guard 
on airplanes. We have been trying since 1950 to vet a program aclopt- 
ed in the Coast Guard for an orderly replacement of their airplanes. 
We finally got a program established a vear or two ago, and it hasn’t 
been followed since it was adopted. There have been extenuating 
circumstances, however, because they have been getting some planes 
from some of = other services. The a eee going from conven- 
tional planes { » jets, has a great MANY of the convention | planes 
available, and they transfer them to the Coast Guard. The Coast 
Guard doesn’t use jets, and [am in favor of their using these planes 
from other services wherever they can. 

I think the important thing is that we ought to have a uniform, 
orderly program of replacement for all of the agencies in handling 
their automobiles and their airpla 
will give consideration 1 th at problem. 

Mr. Stans. We certainly will, Mr. Gary. I think we do generally, 
but it is possible that there ean he instay ces m which. for one reason 
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or another, there 1s deferment in replacement. 

Mr. Anprews. Mr. Michel 

Mr. Micurn. Mr. Chairman, at the very outset of this discussion 
you expressed your consternation at the shocking increase from a 
little over g I 1.000 to hetter than S11] million. On closer review of 


some of these figures I see that the military in 1953 had a cost of $926 
for the hire of vehicles, which increased to $7,709.000 by 1960. At 
the same time there were approximately 4,000 fewer vehicles in 1960 
than in 1953, from 51,000 to 47,000. 

So, 2s Mr. Stans has pointed out earlier in some of his testimony 
here, I think probably we have a fair control over the civilian auto 
mobiles. but when we start digging into the Departn lent ¢ f Defense 
we lly have our work cut out for us. While IT do erve on the 
Defense Sul ommittee } inel, | would be interested j In KNOWING? how 
he Defense Department would explain these figure (nd T comple 
ment the chairman for bringing it up at this time, because it is cer- 


tainly a | pre blem 2 al a going to be with us for venrs to come. 
That’s all, Mr. Chairman. 
Mr. ANDREWS. ea t ere any other questions, Mr. Gary ? 
Mr. Gary. No. 


STATEMENT OF BUDGET BUREAU ON MOTOR VEHICLES 


Mr. Stans. May we insert the statement on motor vehicles ? 

Mr. Anprews. Yes, it will be inserted. 

(The statement referred to follows:) 

3efore discussing the current management and use of motor vehicles in the 
Government it will be helpful to consider a little of the background 

For many years prior to 1946, various limitations and controls over the purchase 
and use of passenger vehicles were included in the annual can demeinhiaes acts. 
In 1946 many of these requirements were placed on a permanent statutory basis. 
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The statute provides that agencies may not use appropriations for the purchase 
or rental of passenger vehicles and that they may not purchase passenger 
vehicles except in the numbers and at the prices authorized in appropriations acts. 
We are still operating under these statutory controls and requests for authority 
and funds to purchase passenger vehicles are included in budget estimates which 
are accompanied by justifications giving the number on hand, the number 
scheduled for replacement, and the number and need for any additional passenger 
vehicles. These requests are subject to adjustment as the President’s budget is 
developed and, of course, they are reviewed by the Appropriations Committees. 

In 1946, the year the permanent legislation was enacted, the Bureau of the 
Budget assigned an automotive engineer to make a study of motor vehicle 
management in the Government and to develop standards for use and replace- 
ment of vehicles and a system of cost reporting and control. As might be 
expected, he found that the war had not been kind to the Government’s motor 
vehicle fleet, that maintenance and operating costs were high, and that there 
was a lack of control in many areas. With the help of technicians from the 
principal agencies, general standards and guidelines were developed and the first 
issues of the governmentwide annual motor vehicle report were published. 

In 1949, the General Services Administration was created with broad respon- 
sibilities for management of equipment such as motor vehicles. In 1951, after 
GSA was fully organized, the responsibility and assigned staff for the annual 
motor vehicle report and related functions were transferred to GSA and formed 
the nucleus of the present Motor Vehicle Division in GSA’s Federal Supply 
Service. Since 1951, the GSA has strengthened and improved the reporting 
system. Although further improvements are needed, it is now possible to deter- 
mine generally what problems require attention and whether progress is being 
made. For example, we know the numbers and types of vehicles in use, who is 
responsible for them, where they are located, how much they cost to operate 
and maintain, the cost of accident damages, and the cost of depreciation. These 
facts have been helpful in developing mileage and age standards for replacement 
of vehicles, standards for utilization and guidelines for the most economical 
operating practices. One accomplishment has been the development of a 
standard vehicle for the Government. $y producing standard specifications for 
vehicles, it is possible to arrange for mass procurement of vehicles by GSA at 
lower unit prices and with reduced administrative costs than are possible when 
vehicles must be bought individually to suit the taste of each agency. 

It has also become apparent that budgetary controls over the number of passen- 
ger vehicles that may be purchased and the amount that may be paid for them 
are not sufficient in themselves to assure efficient management. Additional steps 
are needed to assure, among other things, that older vehicles are not retained 
when replacement would be more economical. It appeared that the Government 
could get along with fewer vehicles at least in some of the larger cities and could 
operate them more economically under some kind of cooperative arrangement 
among the various agencies. 

In 1954, as one step in improving these conditions, the Congress passed legisla- 
tion providing for establishment of interagency motor vehicle pools in principal 
cities where it could be demonstrated that fewer vehicles would be needed and 
that a pool would save money. The act provides that each pool must save money 
or be closed down and that each pool must be self-supporting through payment 
of reasonable charges for services rendered. 

Forty pools now are in operation in principal cities, 12 more are scheduled to 
begin before the end of this calendar year, and 14 more are planned for 1960. It 
is estimated that by July 1, 1959, the GSA will have about 14,000 vehicles in its 
fleet. Each pool is formed by transfers of vehicles to GSA by other agencies. 
The pool performs services for the participating agencies who pay for these 
services according to published schedules of charges to cover costs of maintenance, 
operation, administration, and a sufficient depreciation allowance to finance 
replacement of vehicles according to the established replacement standards. 

rhe motor pool program has been successful. Each year since 1957 the GSA 
has been able to dispose of a larger number of vehicles than it has purchased for 
operation of the pools. In 1958, there were 300 more disposals than purchases 
and this year, as well as fiscal year 1960, it is estimated that disposals will 
exceed purchases by 400 vehicles. There has been a reduction of more than 
30 percent in the number of vehicles previously required to handle a similar 
workload. There has been a reduction in costs of 
a reduction of slightly less than one-third. 
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have urged that interagency pools be utilized fully instead of recommending 
funds and authority for agencies to purchase vehicles for use in cities where 
pools are in operation or are definitely scheduled. The President’s budget 
reflects this policy. The value of interagency motor pools is limited, to some 
extent, however, by the fact that they are feasible only in Jarger cities and can 
have no effect upon the large numbers of vehicles needed in isolated installations 
or in small towns. It is also not feasible to require all Government agencies to 
participate fully in pools. The statute provides for exemptions. For example, 
ears used for investigative, undercover, or police-type work often must be 
exempted. 

The leasing or renting of vehicles from private concerns is authorized in the 
appropriations acts of many agencies. Generally, it has proved to be more eco- 
nomical to purchase vehicles than to rent or lease them for extended periods 
from private concerns, but there are some instances where it is more economical 
to lease. For example, testing activities in some isolated areas may require the 
use of vehicles for only a few weeks of each year. It may be more economical 
to lease or rent vehicles locally for the short period of these tests than to buy 
vehicles which will remain idle and require storage much of the time. These 
situations are unusual, however, and last year slightly less than 2.4 percent of 
the total number of vehicle mileage for the Government involved leased or rented 
vehicles. In addition, during the present and previous administrations, motor 
vehicle manufacturers have leased limousines and other vehicles for the use of 
the President and some of the Cabinet members and heads of agencies have made 
similar arrangements. Information concerning these arrangements has beep 
made available to the Congress. 

Most of the charges paid by agencies to obtain motor vehicle services consist 
of payments for services rendered from the motor pools. These charges were $7.1 
million for the first three-quarters of fiscal year fae and it is estimated by GSA 
that they will reach about $11 million by June 30, 1959. The fact that these 
charges are increasing reflects the increasing sauinde of pools going into opera- 
tion and does not indicate a relaxation in control. Agencies must control their 
requests for services from motor pools, because they must pay for what they get 
from appropriations which they must justify to the President and to the Congress. 
The entire operation of the pools is a clearly identified part of GSA’s budget 
which is, of course, reviewed by the Appropriations Committees. The arrange- 
ment for financing the operation of the pools is not new in the Government. 
For example, the Government Printing Office finances its operations from charges 
which it imposes for the services it renders. 

In suminary, there is a definite and sustained program for improvement in 
motor vehicle management which is producing results; the so-called rental 
charges consist largely of interagency payments for motor pool services as re- 
quired by law; and finally, these charges represent an improvement in adminis- 
tration and control of motor vehicles in the Government. 


GENERAL PROVISIONS 


Mr. Anprews. Mr. Stans, I wish you would insert in the record 
any suggestions you would care to m: ake about changes in the general 
provisions in this bill. 

Mr. Stans. Yes; we will do that. 

(The information requested is as follows :) 


GENERAL PROVISIONS AND GENERAL GOVERNMENTWIDE LANGUAGE CHANGES 


GENERAL GOVERNMENT MATTERS APPROPRIATION ACT 


We have no further suggestions to make at this time for changes in the general 
provisions beyond those recommended in the budget. However, the following 
data are supplied in explanation and comment: 

Section 208 of the General Government Matters Appropriation Act, 1959, pro- 
vides that the provisions of Bureau of the Budget Circular A—45, dated June 3, 
1952, shall be controlling over the activities of all departments, agencies, and 
corporations of the Government. The provisions of this circular prescribe 
conditions of occupancy and policies governing rental charges for Government 
quarters for employees. This provision has been repeated in appropriation acts 
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for a number of years. In our opinion, the departments and agencies are today 
generally in compliance with the provisions of this circular, and it does not 
appear that section 208 now serves a useful purpose. Its elimination is, therefore, 
proposed in the 1960 budget. 

Section 209. That part of this provision which authorizes the use of foreign 
credits by Federal agencies, without reimbursement to the Treasury, for liquida- 
tion of obligations incurred against such credits prior to July 1, 1953, has served 
its purpose, and itis proposed to delete it. 


Mr. Anprews. The committee is adjourned. 
APPENDIX 


Acquisition, DisrosaL, AND Use or PasseNGER Moror VEHICLES 
(The following information was requested on p. 191:) 


Question No. 1: “What provisions of law and administrative regulations govern 
the purchase of hew passenger motor vehicles?” 

Purchases of passenger motor vehicles are subject to very detailed and spe- 
cific statutory controls as well as administrative regulations. No other item of 
equipment used by the Government is subjected to such detailed and specific 
statutory and administrative controls. 

The basic law governing purchase of passenger motor vehicles is the act of 
July 16, 1914 as amended by section 16 of the Administrative Expenses Act of 
1946 (Public Law 600, 79th Cong., 5 U.S. C. 78). Under the provisions of this act, 
no agency may use any appropriation to purchase a passenger motor vehicle 
unless the appropriation specifically provides that it may be used for that 
purpose. The President, his Secretaries, and the heads of executive depart- 
ments are exempted from this provision. 

Appropriation acts for each agency state the specific number of passenger 
vehicles authorized to be purchased from the funds appropriated, how many 
of the number authorized are for replacement of old vehicles and how many 
may be purchased without trade-in. Each agency must include in its budget 
request detailed information regarding its fleet of passenger vehicles and the 
reasons for any request for authority to purchase new vehicles. These requests 
are reviewed in detail by staff of the Bureau of the Budget and are not included 
in the President’s budget unless they are justified either by additional program 
requirements or by need for tradition in old vehicles which have met or sur- 
passed detinite written replacement standards of age and mileage. (These 
standards are described in greater detail under later questions.) 

Agencies must, of course, justify their requests for passenger vehicles before 
the Conunittee on Appropriations. When appropriations acts are enacted, 
agencies are bound absolutely by the numerical limitations specified in the 
acts themselves. The General Accounting Office has conducted detailed audits to 
assure that these limitations are strictly observed. 

The maximum price that may be paid for a passenger motor vehicle also is 
controlled by statute. The Administrative Expenses Act provides that no ap- 
propriation may be expended to purchase a passenger motor vehicle at a cost 
exceeding the maximum price specified in an appropriation or other act. The 
maximum price has been specified under ‘general provisions” of appropriations 
acts. The current maximum price is $1,500 for an automobile and $1,950 for a 
station wagon as provided by Public Law 85-468. The maximum amounts rec- 
ommended for approval by the Congress are included in the President’s budget 
and are based upon estimates of market trends by the General Services Ad- 
ministration and the Bureau of the Budget. For automobiles, these maximum 
prices are deliberately set to provide only for purchase of the lowest priced 
makes with six-cylinder engines and limited accessories which are included in 
stundard vehicle specifications developed by the Genera! Services Administration 
at the request of the Bureau of the Budget, For station wagons 2nd police-type 
vehicles, eight-cylinder motors may be authorized together with some other 
extra equipment. In recent years there have been frequent instances where one 
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in an appropriation act which not only provides authority for such a special 
purchase but also specifies the maximum price that may be paid for the vehicle 
authorized. These prices also are based on studies by the General Services 
Administration and the Bureau of the Budget. In these instances we have 
intended to recommend maximum prices which would be adequate for the type 
vehicle needed but unexpected price increases have in some instances prevented 
agencies from using the authority contained in their appropriatious acts because 
no manufacturer would furnish the vehicles needed at prices within the maximum 
specified by law. In such instances the authority lapses. 

The General Services Administration purchases vehicles for use in interagency 
motor vehicle pools and systems from its revolving general supply fund. These 
purchases are not subject to the numerical ceilings in appropriations acts. The 
pools must operate on a self-supporting basis including any costs for replace- 
ment of vehicles. The whole operation is, of course, subject to analysis as the 
President’s budget is prepared and when the GSA appears before the Appropria- 
tions Committees to justify its budget. Both the Congress and the Bureau of 
the Budget have regarded the motor pool operation favorably because (1) the 
service has been satisfactory to agencies, (2) the charges imposed for these 
services have been reasonable, (3) the pools have been financially self-supporting, 
(4) the GSA has been able to replace many old vehicles which had exceeded 
replacement standards without requiring additional financing, and (5) the GSA 
has been able to dispose of many vehicles outright without replacement because 
it has been possible to utilize vehicles more completely in the pools than under 
former methods of operation. Statutory authority for the pools was provided 
by Public Law 766, 83d Congress, section 211 of the Federal Property and Ad- 
ministrative Services Act of 1949, as amended. Operation of the pools is also 
controlled by Executive Order 10579, by General Services Administration regu- 
lations (1-V-—501.01) and by a formal detailed determination before each pool 
is established. 

Aside from the above statutory requirements, the purchase of passenger motor 
vehicles is subject to the general laws which govern purchases of property by the 
Government. These include the Armed Forces Procurement Act, title III of the 
Federal Property and Administrative Services Act of 1949 and section 3709 
Revised Statutes. 

Administrative regulations for purchase of passenger motor vehicles are con 
tained in governmentwide regulations published by the General Services Admin- 
istration (GSA Regulation 1-II-304.01). In summary, these regulations provide 
that (1) new passenger motor vehicles shall be procured for civilian agencies by 
or through the General Services Administration, (2) Federal Standard No. 122 
which specifies and limits the standard features for automobiles, station wagons, 
and certain light trucks, is prescribed for all agencies, (3) purchases of agencies’ 
requirements for automobiles, station wagons, and certain light trucks shall 
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consolidated for award of contracts in January when prices generally are lowest, 
(4) at least 75 percent of each agency’s total annual requirements must be in- 
cluded in the consolidated procurement, and (5) when agencies order new ve 
hicles they may arrange for sales of the old vehicles to be replaced or they may 
request the GSA to handle such sales. The Department of Defense follows 
similar procedures in purchasing its passenger-type motor vehicles for adminis 
trative purposes. We asked GSA to develop such standards and consolidated 
procurement after discovering that prices paid by the Department of Defense on 
consolidated purchases were lower than GSA was paying for the same types of 
vehicles without consolidation. 

Administrative regulations governing agencies’ preparation of budget justifi 
cations for requested funds and authority to purchase passenger motor vehicles 
are included in sections 83 and 84 of Bureau of the Budget Circular A-11, “In- 
structions for the Preparation and Submission of Annual Budget Estimates.” 
These instructions provide for submission of detailed data on size and composi 
tion of the fleet passenger vehicles operated by each bureau or comparable 
organization, the number of vehicles to be purchased, for which funds and au- 
thority are requested, the number and estimated trade-in value of old vehicles 
to be sold, the number of old vehicles still to be used, the estimated cost of hire 
of motor vehicles (which includes payments to GSA for motor pool services), the 
nature of the activities and programs to be served by the vehicles requested and 
on hand, a narrative justification for the vehicles for which purchase authority 
and funds are requested, and the net active fleet at the end of the year if the 
requested authority is granted. 
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The review of these data within the Bureau and the funds and appropriation 
language to be recommended for the President’s budget also are governed by 
written internal instructions. In summary, these instructions provide that (1) 
the budget shall not include requests for authority and funds for either new or 
replacement vehicles to be used in a city where an interagency pool exists or is 
scheduled to commence operations (except for programs exempted by law from 
participation in such pools), (2) agencies shall be permitted to replace old vehi- 
cles which meet or exceed the Governmentwide replacement standards for mile- 
age and age, and (8) an agency’s requests for funds and authority to purchase 
passenger vehicles shall not be included in the President’s budget unless the 
need and justification are adequate on the basis of the agency’s program require- 
ments. 

Question No. 2: “What provisions govern the disposition of old vehicles?” 

The disposition of old vehicles is governed by the general laws governing dis- 
posal of property no longer needed by the Government. These requirements are 
contained primarily in sections 202 and 203 of the Federal Property and Ad- 
ministrative Services Act of 1949, as amended, and are supplemented by admin- 
istrative regulations of the General Services Administration (GSA Regulations 
1-III-101 through 1-IV-504). The most pertinent features of these requirements 
are (1) vehicles must have reached minimum replacement standards of age and 
mileage before they may be considered for disposal (except in unusual cases 
such as when a relatively new vehicle has been involved in a wreck or fire or is 
otherwise so damaged that there 1s no point in retaining it until it has reached 
the normal replacement standard). (GSA Regulation 1—ITI—203.02 “Replacement 
Standards’), (2) unneeded vehicles shall be available for transfer to other 
agencies where a need does exist before commencing disposal action, (8) vehicles, 
like other surplus property, are eligible for donation for educational, public 
health, and civil defense purposes as provided by section 203(j) of the Federal 
Property and Administrative Services Act before steps toward disposal by sale 
are taken, and (+4) sales shall be made after publicly advertising for bids except 
under special circumstances authorized by law (section 203(e) of the Federal 
Property and Administrative Services Act, as amended by Public Law 85-486, 
approved July 2, 1958). Under the statute cited above, surplus vehicles may be 
sold by means of sealed bids, spot bid sales, auctions, contract brokers, or in 
some instances by negotiation, provided that notice of plans to sell by negotia- 
tion is submitted to the appropriate committees of Congress in advance of any 
negotiated sale involving property with a fair market value in excess of $1,000. 
Generally old vehicles are not actually traded in on new vehicles as is the normal 
practice when private parties purchase a new car. The trade-in practice is 
largely a function of the retail distributor and the Government normally can 
secure the most favorable prices on new vehicles by dealing directly with manu- 
facturers who do not favor trade-in arrangements. 

Question No. 3: “What action is taken to assure that the Government gets 
the maximum possible return from the disposal of used vehicles? And, what 
costs are incurred in the disposal of such ears?’ 

The Bureau of the Budget as well as other agencies have been concerned 
with this problem for several years and the General Services Administration, 
Atomic Energy Commission, and Department of Defense have experimented with 
various techniques of advertising and sale In some cases auctions have pro- 
duced better results but the costs of auctioneer fees must be weighed. Special 
newspaper advertising devices also have been used with some encouraging 
results. In the past year, the GSA has developed a program whereby quantities 
of surplus property generated by various agencies are concentrated in one 
place and sold at one time. The larger concentration of property attracts more 
buyers and therefore creates more competition. We cannot give a firm evaluation 
of this idea as yet because the increased returns must be weighed carefully 
against the added costs of bringing all the property to one place instead of 
selling it “as is, where is.” Experience has indicated that it does not usually pay 
to spend substantial amounts of money in moving or otherwise preparing prop- 
erty for sale. This is especially true of vehicles which must be at least 6 years old 
or have been driven 60,000 miles in order to qualify for replacement and which 
in actual practice are usually much older than 6 years and have had extensive 
use. ‘The sales prices for such vehicles are not likely to be very high even 
under ideal conditions. The GSA has suggested that one way to get more favor- 
able returns would be to sell vehicles before they are so old and before they 
have had so much use. Such action might be more economical than the present 
replacement standards because newer vehicles would cost less to operate and 
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maintain and would bring a much better price when sold. The argument may 
have some validity based on experience in some large private business firms but 
we have not been willing to accept such a revision of the replacement standards 
without more complete analysis. 

The cost of selling surplus automobiles is not an identifiable item in any re- 
ports with which we are familiar. Comparative cost figures are computed gen- 
erally when auction sales are conducted in order to determine whether use of 
the auction technique was jutified but they do not show a separate cost figure 
for the vehicles included in such sales. 

Question No. 4: “What provisions govern the use of passenger motor vehicles 
owned by the Government?” 

Use of passenger motor vehicles is governed by section 16 of the Administra- 
tive Expenses Act of 1946 which provides passenger vehicles shall, with some 
exceptions, be used only for official purposes. The act specifies severe manda- 
tory penalties for violations of the use requirement. Section 211(1) of the 
Federal Property and Administrative Services Act of 1949, as amended, provides 
that the Administrator of General Services shall have responsibility for report- 
ing any such violations observed in the use of vehicles for unofficial purposes. 
These statutory provisions are supported by GSA regulations (GSA Regulation 
1—V-307). Bureau of the Budget Bulletin No. 54-1 may also be of interest. 

Question No. 5: “Table 12 of the same report indicates that the average 
miles per vehicle-year of operation vary in the different agencies from a low of 
2,311 for the Civil Service Commission to a high of 25,521 for the Canal Zone 
Government. Does this difference in utilization indicate the degree to which 
these agencies may have too few or too many vehicles (as the case may be) 
for their actual requirements? What criteria exist to govern such utilization?” 

The difference noted in the question is not believed significant. The Civil 
Service Commission has only one automobile in its inventory. It is a 1952 model 
heavy sedan which the Government acquired by court order after seizure for 
law violation. The vehicle is kept in Washington, D.C., and is used by the 
members of the Commission, its executive director, and other staff officers for 
transportation to and from official meetings. For other motor vehicle services, 
including station wagons, the organization relies upon GSA motor pools (see 
p. 237 of the President’s budget for 1960). Under these circumstances the 
heavy sedan is not likely to be driven a great deal. It would appear, however, 
that one such vehicle should be available to the Chairman and members of the 
Commission for use as needed. The Panama Canal, on the other hand, has an 
entirely different driving situation, with a total of 883 passenger vehicles and 
419 other types of motor vehicles in constant use and with occasion for travel 
over a fairly wide area. Under these circumstances, the mileage per vehicle 
should be substantially higher than could possibly be expected by a small ad- 
ministrative agency like the Civil Service Commission. 

Direct comparisons between agencies with such dissimilar programs as the 
Civil Service Commission and the Panama Canal do not lend themseives to prac- 
tical use in evaluating performance. It is necessary to consider the number of 
vehicles which an agency has in its fleet, the manner in which they must be 
used, and their location. We do not have a mileage criterion to be applied to 
all agencies and we question whether such a standard should be applied. Con 
sider for example the automobiles used by security forces to patrol the boun- 
daries of atomic energy sites. Such vehicles may be driven 100,000 miles in a 
year. Similar types of situations exist in varying degrees in the Forest Service, 
the TVA, and in other agencies with great distances to cover or surveillance and 
investigatory responsibilities calling for constant driving. We believe it is 
necessary to study each agency separately, and would not propose a flat mileage 
standard. 


Question No. 6: “The utilization of station wagons expressed in the same 
terms varies from 1,220 miles for the Federal Communications Commission to 
22,800 miles for the Marine Corps. Is utilization of station wagons subject to 


the same criteria as that for automobiles?” 

We believe it could be misleading to make any direct comparisons between the 
mileage on the 13 station wagons operated by the FCC and those operated by) 
the Marine Corps. Station wagons are used extensively in all of the military 
services and many civilian agencies for scheduled messenger and passenger 
earrving duties, many being used for shuttle services on scheduled routes. 
They tend to get heavy usage. Since a station wagon costs more than a sedan, 
a station wagon should not ordinarily be used unless it is to receive this type 
of heavy usage. Sut the station wagons used by the Federal Communications 
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Commission are special purpose vehicles modified with numerous items of per- 
manently installed electronic equipment. They are used by field engineers to 
transport equipment in connection with various kinds of engineering work. 
There is no opportunity to drive these vehicles constantly on any scheduled 
route. Instead they are driven to a point where there is work to be done and 
they must remain there while the engineers are working (see explanation re- 
garding these vehicles on p. 238 of the President’s budget). 

Question No. 7: “What provisions govern the hiring of motor vehicles to be 
used for Government purposes?” 

Section 16 of the Administrative Expenses Act of 1946, Public Law 600, 79th 
Congress, provides that no funds may be expended from an appropriation for 
hire of passenger motor vehicles unless such use is specifically authorized by the 
appropriation concerned or other law. This requirement does not apply to pas- 
senger motor vehicles for the use of the President, his Secretaries, or the heads 
of executive departments. Many agencies now have authority included in their 
appropriations acts to hire vehicles but a few agencies still do not have such 
authority. 

The above statutory requirement applies to the rental of passenger motor ve- 
hicles from private concerns. Section 211 of the Federal Property and Adminis- 
trative Services Act of 1949, us amended, provides for the establishment of 
interagency motor vehicle pools and specifies that payments by requisitioning 
agencies served from these pools shall be at prices fixed by the Administrator 
of General Services at levels which will recover so far as practicable all such 
elements of cost.’ 

In actual practice there is not very much rental of vehicles from outside con- 
cerns but, as the number of the interagency pools has increased, the charges 
for motor pool services have increased substantially until they comprise nearly 
all of the amounts shown in agencies’ budgets for hire of motor vehicles. 

Question No. 8: “A comparison of the information given on tables 14 and 22 
indicates that on the average the cost to the Government for the rental or lease 
of automobiles is 2.6 cents per mile greater than that of operating Government- 
owned vehicles, and in the case of station wagons the cost of rental or lease is 
greater by at least 4.6 cents per mile. If these figures are accurate, why are 
any rental or lease arrangements permitted ?” 

The cost data in tables 14 and 22 of the annual motor vehicle report pertain 
to the cost of rental from outside concerns only. They do not include data on 
the charges for interagency motor vehicle services which form the bulk of the 
buigeted amounts for hire of motor vehicles. With respect to the rental of 
vehicles from outside sources, extensive experience has shown that usually the 
cost per mile on a rental basis is higher than the cost of owning and operating 
Government vehicles. For this reason vehicles should not be rented from out- 
side concerns under ordinary circumstances. 

There are some instances, however, where if is more economical for the Gov- 
ernment to rent vehicles from outside sources even though the cost per mile 
for rental will be higher than the average cost of Government-owned vehicles. 

For example, one agency may have sudden peak requirements during certain 
seasons of the year during which it needs more vehicles than at other times. 
Very careful and extensive studies have been made which indicate that in these 
instances it is more economical to rent the additional vehicles required during 
the peak period than it would be to buy additional vehicles which would be 
needed and used only during the brief seasonal peak. Similarly there have been 
instances in which vehicles were needed at an isolated test site for a few weeks. 
It was found to be more economical to rent vehicles for this special shori-term 
purpose than it would be to purchase vehicles which would have to remain in 
storage, unused most of the time, under weather conditions which would involve 
constant maintenance expenses even while the vehicies were not in use. 

These comments do not apply in the case of passenger motor vehicles rented 
by Government contractors In the case of fixed-price contracts, there would 
be no way for the Gevernment to control the contractors’ policy with respect to 
rental of motor vehicles. In the case of cost-type contracts the Government may 
have some general possibility for control through the terms of its contracts as 
well as through its auditing procedures. Although it does not appear that 

‘These payments, while designated aw “rent,’’ are actually reimbursements to GSA of 
each agency's share of the cost of operating the motor pool in which it participates. 
Proposed payments for this purpose for each agency are shown in a schedule set forth in 
the budget each year. 
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ordinary budgetary limitations can be effected in the case of cost-type con 
tractors, we shall look into the matter discussed briefly by Mr. Sprankle and 
will appreciate receiving the details concerning any other cases of this kind 
which come to the attention of the subcommittee or any of its staff. 

Question No. 9: “Table 22 indicates that the average direct cost per mile for 
rental or lease of automobiles ranges from 5 cents per mile for the Departments 
of the Navy, Interior, and Treasury to as much as 22.4 cents for the Department 
of the Air Force and 81 cents for the Department of Agriculture. How can such 
extreme variance exist if there are criteria for such utilization of motor 
vehicles?” 

Both the Department of Agricuiture and the Air Force used rental vehicles 
very littie as compared to the Navy Department, Interior Department, and 
Treasury Department. We believe a spread between 22 cents and 5 cents under 
the varying conditions of such rentals is not especially unreasonable, but we 
question the basis of the cost of 81 cents per mile in the case of the Department 
of Agriculture. We are requesting the Department to furnish an explanation of 
this figure. 

Question No, 10: “Table 23 indicates that average miles per vehicle-year of 
operation for rented or leased automobiles ranges from 5,500 for the U.S. In 
formation Agency to 29,626 for the Department of Labor. Is it not reasonable 
to suppose that there should be some cutoff point above or below which it would 
be more or less economical (as the case may be) to rent as compared with 
Government operation of automobiles? If so, would it not be proper to establish 
such a criterion as a standard to govern such utilization in the future?’ 

The figure for the Department of Labor is entirely accounted for by one 
vehicle, the Secretary’s limousine, and the amount of the rental is not affected 
by the mileage. The mileage in the case of the U.S. Information Agency is for 
two vehicles, also heavy cars used for special purposes. Aguin, the amount of 
the rental is not governed by the mileage on these vehicles. We do not believe 
it is feasible to apply standards in the case of these limousines and heavy sedans 
used by members of the Cabinet or for other special purposes. The total mileage 
for rented vehicles is extremely small. The number of miles of operation for 
leased vehicles was less than 3 percent of the total miles of motor vehicle services 
used by the Government and only a small portion of the rented miles were fo! 
these specialized kinds of vehicles. We question whether it would be worthwhile 
to attempt to establish mileage standards for limousines. 

Question No. 11: “Are all passenger motor vehicles to be procured during fiscal 
year 1960 included in the tables in the President’s budget?’ 

Except for agencies with 1960 programs requiring authorization or reauthor 
ization by the Congress, the passenger motor vehicles to be procured during fisca 
year 1960 are included in the tables in the President’s budget. There have also 
been oceasions in which additional vehicle authorizations were requested ir 
supplemental appropriations and were approved by the Congress. 

It should also be kept in mind that the figures in the President’s budget are 
only the requests of agencies which were approved for inclusion in the Presi 
dent’s budget. These numbers do not constitute a definite schedule for procure- 
ment of vehicles, because they still must be reviewed by the Appropriations Com- 
mittees. The Appropriations Committees scrutinize these requests very carefully 
and in many instances they have made revisions and have authorized purchase 
of a different number of passenger vehicles than were requested in the Presi- 
dent’s budget. 

Question No, 12: “The annual motor vehicle report for the fiscal year ending 
June 30, 1958, issued hy the General Services Administration indicates in table 


A that the totel number of automobiles on hand in the various Government 
agencies increased over a 3-year span from fiscal year 1956 through fiscal year 
1958 from a total of 35,222 to a total of 39,826. Over the same time period a 
number of station wagons, ambulances, and buses increased from 11,744 to 15,129 
What criteria were in effect during this time period governing the acquisition 
of automobiles, station wagons, and other vehicles in the Government agencies?” 

It should be noted that the increased number of vehicles was caused entirely 
by increases in four agencies, namely, the General Services Administration, the 
Department of Justice, the Interstate Commerce Commission, and the Depart- 
ment of Defense. 

The increase in the General Services Administration was caused by the ex- 
panding motor pool program but was more than offset by the vehicles turned 
in to GSA in connection with the initiation of these pools. As stated previously 
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the GSA has been able to turn back or dispose of a greater number of vehicles 
than it has needed to purchase. 

The increase in the Department of Justice was principally for the Federal 
Bureau of Investigation and was based on program considerations which were 
reviewed before the Appropriations Committees and the increases were ap- 
proved by the committees. 

The increase in the Interstate Commerce Commission took place largely 2 years 
ago and was based on a decision to provide additional inspection facilities and 
staff which called for additional motor vehicles. This program also was Te- 
viewed by the Appropriations Committee and the specific increase was approved 
by the Congress. 

In all other civilian agencies the trend has been steadily downward, The 
number of vehicies which an agency needs depends on what the agency is doing 
and the instructions which were followed in analyzing agency budget requests 
have been, as stated previously, to permit purchases only when they appeared 
to be fully justified by program needs, considering the size and condition of the 
existing fleet, the amount of use given to vehicles in the fleet, and the extent 
to which it is feasible for an agency to use interagency motor vehicle pools. 

The increase in the inventory for the military departments results from 
improvements in the reporting last year. For exainple, in previous years it was 
found that the Air National Guard had not been reporting its vehicles. It was 
also found that in some instances inventories were not reported unless there 
was procurement activity in previous years and this was not corrected until the 
latest report covering the year 1958. There are still some problems of this kind 
in the military departments yet to be solved but there has been a gradual 
improvement in the reliability of the information on vehicles in the military 
departments. 

Question No. 13: “The same report in table No. 1 indicates that the total 
number of station wagons in the various Government agencies on hand as of 
June 30, 1958, was 5,742, of which 2,637 were in the Air Force. Why is such 
a disproportionate number of station wagons allowed to the Air Force?’ 

The Air Force has required a large number of station wagons in connection 
with its Ground Observer Corps operations which has been terminated. The 
Army has been able to use a larger number of tactical vehicles in situations 
where the Air Force has used station wagons. 

Question No. 14: “Table 29 showing an age and mileage analysis of motor 
vehicles on hand as of June 30, 1958, in the civilian agencies, indicates that of 
21,041 automobiles, more than half or 12,728, were less than 3 years old and 
also 10,716 or more than half had less than 30,000 miles accumulative service. 
The same table indicates that of 2,086 station wagons, 1,120 were less than 2 
years old and 1,024 had less than 20,000 miles accumulative service. Do not 
these figures indicate that the passenger motor vehicle fleet of the Government 
is in a very modern state?” 

We believe the motor vehicle fleet is in need of further modernization. Ac- 
cording to engineering advice, it is not economical to keep passenger vehicles 
after they have been used for 60,000 miles or have been retained for 6 years or 
longer. The General Services Administration has submitted data indicating 
that a more frequent replacement schedule should be adopted. The GSA has in- 
formed the Appropriations Committee that maintenance costs can be held to 
less than $100 per year for the first 4 years, whereas present maintenance costs 
average about $300 per year and studies have indicated that maintenance costs 
for vehicles 6 years old or older average above $400. The GSA has indicated 
that the cost for repairs as well as additional operating expenses would be suf- 
ficient to pay the additional cost of replacing vehicles on a 4-year basis. 

The Bureau of the Budget has not been willing to change the present replace- 
ment standards without further study but is convinced that vehicles older than 
6 years generally are so costly to maintain that they should be replaced. As 
of June 30, 1958, there were 1,619 automobiles that were 6 years old or older, 
plus 1,848 automobiles on which the mileage replacement standard had heen 
reached or exceeded, plus 1,600 automobiles which had reached both the ag 
and mileage replacement standards. This means that about 25 percent of the 
automobiles on hand had reached one or both of the replacement standards and 
should be replaced. 

Question No. 15: “Are agencies free to purchase more or less than the number 
of vehicles shown in these tables?” 
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The figures shown in these tables are summaries of authorizations, provided 
for in the individual agency estimates, which must be specifically approved in 
appropriation acts. The specific limitations are those set forth in the appropria- 
tion acts which restrict all purchases of passenger vehicles except those obtained 
by GSA for its motor vehicle pools. (See also the answer to question No. 1.) 

Question No. 16: “Does the General Services Administration purchase all auto- 
mobiles for the Government, or only those for the interagency motor pools?” 

The General Services Administration buys all passenger vehicles for the 
civilian agencies except TVA and the Panama Canal Company, but does not buy 
such vehicles for the military services. GSA’s procurement is not limited to 
vehicles used in the interagency motor pools. 
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